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* Presidential Adviser Georgi Spasov Interviewed 
9IBALOS9A Sofia SVOBODEN NAROD in Bulgarian 
13-19 May 93 p 12 


[Interview with Georgi Spasov, presidential adviser on 
domestic political affairs, by Iva Nikolova; place and 
date not given: “Freedom Begins With Ownership, 
While Democracy Begins With the Market’’} 


[Text] 7odav’s political mores are a reflection of the old 
Bulgarian tribal features. 


State property, created by the people, must remain the 
property of the people. 


{[Nikolova] Mr. Spasov, you were the spokesman for 
“that other’ SDS [Union of Democratic Forces] and 
since then you have remained very silent. What made 
you stop speaking? 


[Spasov] Quite some time ago, long before we founded 
“that other’ SDS, | realized that among the properly 
conducted party choruses of lies the single verse of truth 
sounded unconvincing and even false, and that hardly 
anyone could hear it. At such times, neither the elo- 
quence of words nor the eloquence of silence help. The 
only thing that helps ts silence itself. The type of silence 
that enables us to look within ourselves, to interpret 
realities, so that we may find out where we stand—ahead 
or behind our time—and to study our opponents. The 
latter 1s particularly important, for it 1s only from them 
that we could learn what we should not be, what we 
should not be defending, and the way we should not be 
acting, so that we may be able to offer a real and not a 
false alternative consisting of lost causes and bankrupt 
ideas. 


[Nikolova] I saw in the parliament how you were 
embraced by your former or perhaps also current fol- 
lowers. Do you have any feeling of nostalgia for those 
days and for what specifically? 


[Spasov] Embraces... yes... Although this year as well 
Easter reminded us once again that Christ was betrayed 
with a kiss. It 1s true that a kiss 1s also an acknowledg- 
ment of the high qualities of the betrayed and the 
self-ex posure of the baseness of the traitor. However, this 
hardly made the way to Golgotha any shorter or the cross 
carried by Christ any lighter. Personally, I think that 
“former” and “followers” are words which cannot be 
combined any more than we could accept the terms 
“iron made of wood” or “memory of a friendship.” 


I have no nostalgia for the past. Yearning for the past 1s 
the shelter of people who have not grown up enough to 
face the present. To me the past is important to the 
extent to which it could be useful when we look ahead. 
This may be a character fault but I am one of those 
people who can accept everything except the present and 
live with ideas of the future, although they know that the 
future is always wherever at a point they have not 
reached yet. 
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{[Nikolova] Dr, Zhelev is steadily being accused of being 
a traitor, a conciliationist, and even a communist. Since 
you are his adviser, do you believe that such charges 
apply to you as well? Do you feel like you are one of 
those? 


[Spasov] Years ago, on a specific occasion, | wrote that 1 
is a misfortune to have mediocre friends but that itis a 
much greater misfortune to have mediocre enemies 
Most of the charges, coming mainly from the ‘cement. 
cast” people from the BSP [Bulgarian Socialist Party] 
and the ‘‘cast-iron’”’ people of the SDS, concerning Zhe- 
lyu’s actions as a president (which | take as charges 
addressed to me as well not because | am his adviser but 
also because I am his follower!) are so stupid that they 
could win the international prize for the dullest joke of 
the year. It is precisely such accusations that work very 
well in terms of strengthening and enhancing his reputa- 
tion. However, they indicate that the hardliners of both 
main political forces are exploiting one of the most 
dangerous recurrences of the past—an ideologized 
awareness. This 1s nothing other than a Berlin Wall still 
standing in the public mind. This wall divides and sets 
one against another two large social groups, although 
most of the people in them share common interests. Let 
me explain. The destitute pensioners, the disabled, the 
low-paid workers, and the obstructed intelligentsia 
regardless of whether they are members or supporters of 
the SDS or the BSP, equally suffer from the crisis and are 
interested in the revival of the economy. However, what 
was the fight of the deputies in parliament all about” Was 
it to improve the life of those people? No, it dealt with 
the future of the monuments to the Soviet Army! Is this 
a paradox? Yes, but the dividends it yields are as dirty as 
the dirty money against which there is so much talk and 
so little action taken by the deputies. 


[Nikolova] Working in this building we call the presi- 
dency, you probably sense all the vibrations within it. Do 
you believe that a conflict exists between Dr. Zhelev and 
Mrs. Blaga Dimitrova, and what is the origin of ihe 
rumors that their relationship has cooled off? 


{Spasov] I do not intend either to interpret or judge the 
relationship between Blaga Dimitrova and Zhelyu 
Zhelev. All I know 1s that individual differences among 
people are the first prerequisite for the appearance and 
existence of the personality, and that interpersonal con 
flicts largely determine not only their own development 
but also that of society. 


The president ts one of the few politicians in our country 
who is aware of the fact that different viewpoints and 
conflicting views on the same problem do not diminish 
but increase the possibility of its resolution. That 1s why 
I believe that the differences between them, to the extent 
to which they exist, could act more as a motive than a 
restraining force. 


{[Nikolova] Again in this building, some outsiders and 
even people on the inside drank coffee and, subse 
quently, were taken to the hospital. What was this entire 
mystery and what was its purpose? 
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{[Spasov] I have asked myself the same question but have 
no answer. 


[Nikolova}] Could it be claimed that all democratic 
means used for the elimination of an enemy in our 
country are worthless or is it that our southern temper- 
ament drives us to a mafia-style settling of accounts? 


[Spasov] It seems to me that matters go deeper. I would 
say that the present political mores are a reflection of our 
pre-Bulgarian tribal features, exacerbated by the fate of a 
nation that has participated very little in the making of 
its own destiny. 


[Nikolova] Who do you tend to blame the most for the 
current ever-worsening crisis in the country: the BCP 
{Bulgarian Communist Party], the BSP, the SDS, the 
activities of the government, or those of the president? 


[Spasov] The major fault lies in the “far-sighted policy” 
of the BCP. In addition to this inherited guilt, the BSP 
should also be blamed for the fact that even after the 
June 1990 elections it remained a tool of the BCP 
nomenclature and did not help Bulgarian society to be 
rid of its power. 


In playing the role of the two-faced Janus, to this day, on 
the one hand, it protects with its leftist slogans the 
steadily expanding political space held by the impover- 
ished strata; on the other, it works for such impoverish- 
ment by helping in all possible ways the fattening of red 
capital at the expense of state property. 


Unfortunately, the SDS did not prove to be up to the 
mission it was assigned to carry out, either. Instead of 
undertaking mass privatization that would have given 
the broad people’s strata their proper share of state 
property, the SDS limited itself to restitution. Restoring 
the nationalized and coercively cooperated and plun- 
dered private property is mandatory. However, this is 
only one aspect of the basic problem, which is that the 
state property created by the people must become the 
property of the people. It is only thus that our society 
could gain the conviction that a deeply unfair system was 
being replaced by a more equitable system. Not one of 
the governments after the June 1990 elections launched 
such a broad privatization program, although everyone 
clearly realized that state ownership was the foundation 
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of totalitarianism and that any change in the system 
begins and ends with the change in ownership. 


Why? There is only one answer: The main political 
forces of today represent narrow class interests; the BSP 
represents the interests of the former BCP nomenclature, 
reincarnated in the leading capitalist class; after its split, 
the SDS turned into the ruling class that had governed 
the country before 9 September. 


[Nikolova] What about the president? 


[Spasov] I believe that after becoming convinced of the 
inability of the governments and the parliament to 
resolve this basic problem, the president could have 
initiated such a program. I am confident that such a 
program would have enjoyed wide support by the 
majority in our society that is not blind to its interests, 
and that it was that same society (and not he!) that could 
have ordered both the parliament and the governments 
to carry it out. It is true that such a program would have 
provided material for political speculations and stupid 
accusations. However, they could have hardly been 
worse than the current speculations and charges of 
aspiration toward authoritarian presidential rule. 


[Nikolova] What solution do you see for Bulgaria in the 
most immediate future? 


[Spasov] Mass privatization. As long as state ownership 
is stronger than private and cooperative ownership (I am 
not referring to the cooperative labor farms!) we cannot 
speak not only about free people and democratic society 
but also about the irreversibility of democratic pro- 
cesses. To me freedom begins with ownership, and 
democracy with the market. 


I am confident that with parliamentary support Pro- 
fessor Berov’s government could become the father of 
such a program and carry it out. 


[Nikolova] We are discussing such complex political 
problems. Do you remember that there was a time when 
you wrote poetry? 


[Spasov] Yes, and I can tell you that just like no one can 
escape his fate the poet cannot escape his poems. They 
are like providence: They come out of nowhere and 
unerringly strike at their author. 
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* CR International Competitiveness Discussed 


93CH0656A Prague EKONOM in Czech 12 May 93 
pp 50-51 


[Article by Peter Urban, Washington correspondent: 
“The Ability of the Czech Republic To Be Competitive 
on an International Scale’’} 


[Text] The standard of living of the population and the 
political and social stability of the Czech Republic [CR] 
depend to a considerable extent on its ability to be 
internationally competitive. How the CR stands and what 
it should do to successfully pass that test by fire is the 
subject of our article, which will, necessarily, simplify 
some matters and should not be taken as an all-inclusive 
set of directions. 


Prerequisites for Success 


What is necessary to be successfully competitive on an 
international scale? Primarily, macroeconomic stability, 
its consistency and predictability, which the CR has 
already achieved to a certain extent. However, in and of 
itself, that is not yet enough. Even though it is a neces- 
sary condition, it is not a condition that is adequate. 
Concrete successes in international competition are 
achieved in the trenches of the individual enterprises 
because, in the final analysis, it is not states but indi- 
vidual companies that compete in international markets. 


Basically, it can be said that enterprises that wish to 
compete successfully must primarily be “making the 
correct items” and “making them correctly.” Making the 
correct items is a question of highly effective and 
dynamic marketing. That essential ability is lacking in 
Czech enterprises. Also lacking is the infrastructure 
required to acquire solid market information, and the 
necessary statistical or price data of both the domestic 
kind and that from abroad. That capability does not 
come cheaply: The expenditures of Western industrial 
enterprises to support the functioning of already estab- 
lished sales and marketing efforts run between 5 and 10 
percent of the annual sales volume. 


To make things correctly is a question of modern man- 
agerial methods and organizational principles, the moti- 
vation of people, and precise knowledge of the costs of 
technologies and know-how, including methods that 
guarantee a high quality of products and the flexibility of 
production processes. Czech enterprises also lack that 
additionally essential capability. Well and effectively 
financed research and development and the develop- 
ment of unflagging investments in modernization are an 
essential condition for maintaining step with the world, 
which is again not an inexpensive matter. The average 
annual costs of research and development in the Western 
engineering industry represent up to 4 percent of the 
sales volume; investment costs vary, but, on average, 
they amount to 15-30 percent of the volume of sales. 


The enterprise that makes correct items and makes them 
correctly will still not be successful if it lacks access to 
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world markets. World markets are the key because 
practically all domestic markets are in and of themselves 
small (particularly, then, the market of the CR) and 
cannot “sustain’’ economically advantageous produc- 
tion. The CR lost the major portion of its markets in the 
East, and opportunities in the West, given the current 
downsizing of economic activity in those markets, are 
negligible. With a few small exceptions, the opportunity 
for Czech firms to have access to significant markets is 
thus not particularly gratifying, either. 


But not even access to world markets is sufficient if an 
enterprise is not driven and led by people with a longing 
to be not only successful but also the best in their fields. 
In the Olympic games and other competitions, the vic- 
tors are those who are a fraction of a second better than 
their opponents. 


Knowing How To Utilize an Opportunity 


An attentive reader will now surely ask: How then can 
Czech enterprises successfully compete when they do not 
even have one of the fundamental prerequisites? That is 
true, but the CR, on the other hand, has a number of 
advantages a number of other countries do not have: 


¢ The CR has well-educated and skilled people, with a 
great capability to improvise, who will be able to 
overcome all of the above-described shortcomings 
(technology gap) through their ability to absorb new 
findings (absorption capability). 

¢ The CR is beginning with virtually a clean slate of 
ideas and habits because the existing ideas and habits 
from the centrally directed economy are not appli- 
cable. It will thus be able to select the best from world 
thinking and adapt it to its conditions. In that regard, 
the most difficult thing will be not the adoption of 
new habits but the discarding of old ones. 

¢ Geographically, the CR is virtually at the center of 
one of the richest economic groupings in the world. 

¢ The CR has a large number of emigres in economi- 
cally developed nations, who can offer broad contacts 
and experiences, as well as access to capital. 


The question is how the people in the CR will make use 
of the hand of cards dealt to them. The opportunity to 
overcome the “technology gap” and to gain access to 
world markets is a question of strategic agreements, be 
they in the form of direct foreign investments, joint 
ventures, licenses, managerial and marketing agree- 
ments, or BOT (build-operate-transfer) agreements, 
where the foreign partner builds an enterprise, operates 
it for a certain contractual period, and then hands it over 
to the domestic partner. Also, simple individual con- 
sultant agreements involving good and experienced 
Western experts (but not all are good and experienced!), 
who would provide essential know-how and contacts, are 
one of the most effective and least expensive methods. 
For example, the enclaves of free entrepreneurship 1n the 
People’s Republic of China are grateful for their rapid 
development to similar agreements involving foreign 
partners from the United States, Japan, Hong Kong, and 
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other countries. Chinese nationals from Hong Kong 
provided the People’s Republic of China with more than 
60 percent of all foreign investments, including manage- 
ment know-how, which is something that is seriously 
missing in the CR: utilizing resources that exist in the 
broad community of its citizens living abroad and that 
could provide not only money (which will be spent) but, 
primarily, contacts and know-how. 


The advantage of strategic agreements is the fact that 
they are able to: 


* Provide the economy with large volumes of business 
and the resulting advantages. 

¢ Facilitate new contacts and, primarily, new knowl- 
edge and specializations. 

* (Open access to markets that would otherwise be 
inaccessible. 

¢ Lower commercial risks. 

* Assist in shaping the competitive field. 


What Is Decisive Today 


Peter F. Drucker, the guru of U.S. management, claims 
that traditional production factors—natural resources, 
labor, and money—no longer assure nations of compet- 
itive advantage because they are so mobile. Now, it 1s 
management (read also “knowledge,” “know-how,” 
“information” —remarks by author) that has become a 
decisive production factor, which is even confirmed by 
Robert Reich, a member of the Clinton Cabinet, in his 
book entitled The Work of Nations, in which he writes in 
one area that it is “more knowledge than national 
borders that define today’s developed markets.” That 
statement should be pleasing to the CR much as it was at 
one time probably pleasing to Switzerland or Japan. 
What 1s involved here, then, is to become familiar with 
all of the means at hand and most rapidly master the 
fundamental and essential knowledge. Unfortunately, 
the value of time 1s not appreciated in the CR at all. 
Matters and opportunities are developing at a rapid 
pace. 


On the basis of my own research work having to do with 
the application of informatics in the engineering 
industry, | know that the life expectancy of some tech- 
nologies 1s, at most, six months. 


Technology, technological differences, and their suc- 
cessful market applications today are responsible for the 
principal substance of competitive advantage. (Technol- 
ogy is understood to mean not only machines and 
equipment—*“hard technology’’—but also “know-how,” 
organization and management, and “soft technology’’). 
For example, the essence of the ability to compete on the 
part of the majority of Asian firms competing in world 
markets is no longer their cheap manpower (which is no 
longer cheap) but the skillful utilization of modern 
technology from Japan, Germany, Switzerland, and the 
United States. It is only a question of how that “hard” 
technology 1s applied, something that depends on the 
people involved, on their education, their skills, and 
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their inventiveness—characteristics of which the Czech 
people have an ample supply. 


Two Possible Strategies 


The source of the ability of a firm to compete then 
involves fundamentally two strategies: 


¢ The strategy of low costs or, rather, the ability of a 
firm to design, produce, and sell a comparable 
product more cheaply than the competition. 

¢ The strategy of differentiation or rather the ability of 
a firm to offer customers a unique and exceptional 
value in questions of quality, utility, characteristics, 
durability, and service. 


The decision as to which of the two strategies to apply 1s 
then one of the most important a firm can make. It can 
only do so following careful consideration and analysis 
of the industrial structure within a given branch of the 
economy (both domestically and also on a worldwide 
basis) and after determining the positon the firm 
intends to occupy in that structure—which 1s ag in a 
question of market segmentation and the extent of the 
production program. 


One of the reasons the firms can become competitive 
involves the selection of a range that 1s different from the 
range chosen by its competitors. A number of firms make 
the mistake of thinking only within the limited catego- 
ries of the domestic market and their company rather 
than in categories of the value chain, which ts a chain 
connecting suppliers, manufacturers, and distributors 
with customers. The value chain and its management 1s 
an important component of the competitive struggle, a 
part that is also a virtual nonexistent side of the Czech 
economy at the enterprise level. 


I personally am inclined toward the view that firms in 
the CR should focus on the strategy of differentiation in 
terms of products with a high degree of added value 
Some companies will understandably have to focus on 
the strategy of low costs for economic reasons (and let us 
hope that is only a temporary situation). The worst thing 
that could happen to the CR involves two matters: 


a) For its industry to become only a cheap workshop for 
world companies. 


b) For the state to again begin determining industrial 
“winners and losers’ and to support or subsidize the 
“winners” at the expense of the “losers.” 


The state can simply not be a substitute for the thou- 
sands and millions of decisions that are made daily by 
individual enterprises and businessmen. In turn, how- 
ever, the state can create an environment that will not 
make it difficult but will, on the contrary, make life 
easier for creative and ferocious enterprises and their 
owners. And then, everyone will be the richer for tt. 
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* ‘Visegrad’ Trade Results for 1992 Evaluated 


93CH0656B Prague EKONOM in Czech 12 May 93 
p 52 


[Article by Vitezslav Kostak, of the Czech National 
Bank: ‘“‘We Trade With Our Closest Partners’’] 


[Text] 


1992 Results 


The total volume of Czech Republic [CR] foreign trade 
grew in 1992 in comparison with 1991 by 13 percent, 
primarily as a result of the dynamic growth of exports by 
24 percent. For example, while CR trade with United 
Germany and Austria last year increased by 30 percent, 
the exchange of goods involving Hungary increased by 
only 3 percent, and that involving Poland remained at 
the 1991 level of 20 percent, particularly in terms of 
Czech exports. Similar trends showed up in total Hun- 
garian and Polish foreign trade, so that mutual trade 
transactions between the three Central European coun- 
tries occupies a marginal share in foreign-trade volume. 


In 1992, trade with Hungary and Poland accounted for 
2.2 percent and 4.3 percent, respectively, of the total 
volume of trade registered by the CR. Austria and 
United Germany accounted for 8.5 percent and 30 
percent, respectively. 


Trade with Hungary was characterized by an express 
predominance of Czech exports over imports, at a ratio 
of 2.5:1. The export as well as the import structure of 
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that trade differed greatly from the goods composition of 
total CR foreign trade. In Czech-Hungarian trade, 
Finnish products accounted for a considerably lower 
share than was true of total Czech trade; the volume of 
Czech deliveries of machinery was disproportion itely 
low, and the ratio of those deliveries to machinery 
imports from Hungary was unfavorable to the CR. That 
is attested to by the fact that machinery exports to 
Austria, Italy, and United Germany occupied a sivare in 
Czech exports that was 7, 30, and even 61 percent higher 
than the volume of Czech machinery exports to the 
Hungarian market. 


In trade with Poland, the relationship between exports 
and imports was more balanced, and the structure of 
mutual deliveries was acceptable. The Favorit automo- 
bile was the most frequently sold vehicle in Poland in 
1992. 


The 1992 results of foreign trade transactions for the CR, 
Hungary, and Poland document the fact that all three 
countries are developing their commercial contacts with 
relative success, primarily with the EC, but also with 
EFTA [European Free Trade Association]. In contrast, 
mutual deliveries involving the three Central European 
countries were accompi'shed to a considerably restricted 
extent. That 1s the result of the difference in the compet- 
itiveness of products and the openness of the markets in 
Central European countries. Toward the end of 1992, the 
customs burden of imports was an average of 6 percent 
for the CR, an average of 16 percent for Hungary, and an 
average of 12 percent for Poland. 





Table 1 
Foreign Trade of the CR for 1992 
(in Millions of Dollars) 






































Total Hungary Poland” 

Goods Category Exports % Imports % Exports % Imports % Exports % Imports % 
Total 8227 | 1000 | 8891 | 1000 | 269 | 1000 | 107 | 1000 | 408 | 1000 | 334 | 1000 
Foodstuffs 723 8.8 708 8.0 10 3.8 27 24.9 46 11.2 § 2.5 
Raw materials 1,036 126 | 2,139 | 24.0 88 32.6 12 114 27 6.6 148 44.4 
Chemical products | 754 9.2 895 10.1 33 12.1 22 20.9 8) | 198 | 3 91 
Finished goods 5.714 | 69.4 149 | 579 | 138 $1.4 46 428 | 254 | 624 147 44.0 
Machinery 2070 | 253 | 3,428 | 38.6 33 12.4 i9 | w2] 142 | 349 $7 TAT 









































Prospects for 1993 


Mutual trade is the most important form of economic 
collaboration between the three Central European coun- 
tries. The exchange of goods between the CR and Hun- 
gary and Poland will be developing in 1993 in depen- 
dence on the status of their economies and will depend 
on the approaches used by the governments to expand 
international economic cooperation. 


The CR has a relatively advantageous economic starting 
position for the development of economic collaboration 
with foreign countries in 1993. That is the result of the 
lower burden of foreign indebtedness, the anticipated 


lower measure of inflation, unemployment, and a lower 
share in the budget deficit as it is reflected in the gross 
domestic product [GDP] than is the case in Hungary and 
Poland. Moreover, according to reports being received 
by the Czech National Bank, the Czech currency con- 
tinues to be considered stable. The CR is also interested 
in utilizing the above situation to benefit the expansion 
of economic cooperation and trade in the Central Euro- 
pean region. 


Real interest in expanding trade with Hungary and 
Poland is attested to by the proposal made by the CR to 
speed up the dismantling of the barriers to mutual trade 
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that the Central European countries agreed to in a series 
of bilateral agreements dating back to the end of 1992 
and covering a free trade zone. The CR has in mind the 


elimination of barriers to trade involving products, 
deliveries of which could substantially accelerate the 
mutual exchange of goods. 





Table 2 
Outlook for Economic Development in 1993 
in the Three Central European Countries 


























Indicator CR Hungary Poland 
GDP—constant prices (%) + 2 + 2.0 + 2.0 
GDP—1987 = 100 (%) 86 85.0 87.0 
Unemployment (%) 6 16.0 16.0 
Inflation (%) 15 17.0 32.0 
Budget deficit (in % of GDP) 3 6.0 6.0 
Foreign exchange reserves/indebtedness (%)! 35 10.0 21.0 
Joint ventures involving Western property participation 10 13.5 8.9 
(per 1,000 units) 














| Computed in dollars—for the CR, at the end of 1992; for Hungary and Poland, at the beginning of 1993 





* Retrospective View of Devaluation Results 
Published 


93CH0656C Prague EKONOM in Czech 12 May 93 pp 
16-17 


[Article by Jana Bulenova: “Devaluation Seen After the 
Passage of Time’”’] 


[Text] Devaluation, which was accomplished in 1990 and 
resulted in specifically firming up the currency with 
respect to a basket of convertible currencies, was the most 
frequently debated step in the economic reform at the 
moment it was introduced. The purpose of devaluation 
was to strengthen the price competitiveness of domestic 
goods, to increase the comparative advantage offered by 
low wage costs, to restrict import demand on the part of 
domestic economic entities, to strengthen foreign 
exchange reserves, and to maintain stable development of 
the nominal rate of exchange. After the more than two 
vears that have passed since the devaluation, it is possible 
to objectively evaluate at least its short-term results. 


The proexport effects of devaluation were specifically 
reduced in 1991 because of the sharp restriction of 
export possibilities to the former CEMA countries. 
While growing exports to Western markets did succeed 
in revitalizing production as a result of growing export 
offerings in the relationship with market economies, the 
barriers that arose as a consequence of the collapse of 
foreign trade involving nonmarket economies were only 
partially offset. 


Important factors in the relationship with regard to the 
external balance were the rate-of-exchange ‘price 
increases” of imports, the import surtax, and restriction 
of domestic demand, which kept imports below the level 
of the preceding year as well as below the level of exports. 
In 1991, foreign trade thus shared in renewing and in the 
favorable development of the external economic bal- 
ance. 


Favorable Conditions 


Renewal of the external balance resulted in a favorable 
climate for monetary stability in 1992, when additional 
restrictions of export opportunities in countries with 
nonmarket economies (total exports of those countries 
declined by 7.6 percent and imports by 7.7 percent in 
comparison with 1991) increased the need to open 
Western markets. The shortfall of exports to nonmarket 
economies (34.2 billion korunas [Kcs]) was virtually 
offset by exports to market economies (which grew by 
Kcs30 bil'ton). The overall volume of exports thus 
remained below the level of the previous year by only 1.8 
percent. It was possible to successfully increase the 
degree of export openness of the total output of the 
economy in relation with Western markets. 


At the beginning of the year, the favorable development 
of external demand had a positive effect on the growth of 
exports (improved conditions in the area of customs 
duties and import quotas in countries of the EC), as did 
the continuing proexport effects of the koruna rate of 
exchange. In the second half of the year, however, further 
growth was halted, and exports even declined in com- 
parison with the level of last year. 


The slowdown in exports was the result of tighter restric- 
tive measures imposed on our imports by countries of 
the EC. That can be only partially explained as a result of 
the economic recession in those countries. The pace of 
exports recorded by developed market economies in 
comparison with 1991, as estimated by Western econo- 
mists (“Trade and Development Report 1992"’), 
amounted to 5 percent and the pace of imports to 4.5 
percent. In view of the structure and the volume of our 
exports as well as the rate-of-exchange advantages, it is 
possible, to a certain extent, to accelerate the growth of 
exports, in the short run, despite a recession in those 
countries. Our exports are far more sensitive to the 
creation of a new position in the world market. Those 
new outlets are highly unstable for the time being; 
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distribution networks and commercial strategies are as 
yet being chosen by our enterprises. 


Pressure on the Growth of Imports 


On the import side, the revival of domestic consumer 
and investment demand (as a result of a mildly expan- 
sive monetary policy and positive developments 
affecting real incomes), the lowering of the import 
surtax, and the liberalization of access to convertible 
currencies tended to accelerate imports from countries 
with market economies during the year. In the second 
half, and particularly toward the end of the year, the 
pressure On imports grew still further. The influence of 
anti-import rates of exchange outweighed a number of 
domestic factors—expectations connected with the 
introduction of a value-added tax, efforts to hoard 
supplies, speculative imports or a holding back of 
exports on the basis of predictions of monetary develop- 
ments in conjunction with the division of the CSFR, 
seasonal influences and the grouping of imports into the 
final month of the year—which stimulated the growth of 
domestic demand. The demanding nature of the import 
side of the gross domestic product [GDP] was increasing 
and signaled its revitalization. 


The unfettering of domestic demand and the decline in 
export offerings were also affected by advances in the 
growth of domestic prices over the growth of the level of 
foreign prices, which grew in strength during the last 
quarter and which, given the stability of the koruna rate 
of exchange, was detrimental to the competitiveness of 
our goods and improved the availability of foreign goods 
(the real rate of exchange of the Czech koruna was 
firming up). 


A Negative Balance of Trade 


The balance-of-trade surplus involving market econo- 
mies in the first quarter, which amounted to Kcs1 4.6 
billion, was gradually lowered, and the balance of trade 
with those countries ended up with a deficit of Kcs4.6 
billion for the entire year. The overall negative balance 
of trade (minus Kcs22.6 billion) is burdened by the high 
commercial deficit involving the former USSR, 
amounting to Kcs31.5 billion, with our claims from the 
past remaining unsettled. Our dependence on USSR 
resources, which grew still further last year, is becoming 
a problem. 


Foreign trade relations in the area of services were 
developing rapidly. The share occupied by services in 
total exports of goods and services increased to 8.5 
percent, and, at the same time, the predominance of 
services in exports over imports accounted for an ade- 
quately high asset side of the ledger ($1.7 billion), which 
tended to balance the deficit in the goods balance. 
Together with favorable development of foreign 
exchange reserves during the year, it was possible last 
year to successfully maintain the external balance as well 
as the stability of the monetary rate of exchange. 
External relationships with market economies played a 
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positive role in macroeconomic stability and a revival of 
the economy, and compensated for los.es of markets in 
the former USSR, despite demanding developments 
toward the end of last year. 


Structural Changes 


Territorial shifts in business tended to significantly pre- 
determine the profile of the substantive structure of 
foreign trade: 


¢ In the overall export structure, the share of already 
traditionally weighty and important exports to 
market economies increased gradually—those were 
raw materials products and materials intended for 
additional processing. 

* In the case of machinery and equipment, increases in 
exports to market economies were able to assert only 
one-third of the overall shortfall in exports to non- 
market economies. The important share occupied by 
exports of machinery and equipment in the produc- 
tion of those items (30 percent in 1991) then affected 
the deep decline in the domestic production of those 
products (by 25 percent). 

¢ In the relationship with market economies, the export 
structure contained predominantly products with a 
low content of live labor, and the question arises as to 
the extent to which use was made of the comparative 
advantage of cheap and qualified labor, which was 
increased as a result of the devaluation and which 
persists even after the realistic evaluation of the 
monetary rate of exchange. 

* Exports to market economies are dependent on raw- 
materials imports from the CIS and are thus vulner- 
able in the event trade with the CIS is still further 
restricted. 

¢ The proexport effect of the devaluation was not able 
to compensate for the quality and the technical con- 
tent of products but made it easier to export products 
that were semifinished in character, which make 
inputs for foreign manufacturers cheaper but which 
are sensitive to world raw-materials prices. 

¢ In the structure of imports from market economies, 
the high pace of imports of machinery and equipment 
(increased by 52 percent), together with the growth in 
investment demand, can be the starting point for a 
gradual restructuralization of production. 

¢ The growth in import demands was also facilitated by 
the situation in the domestic market and thus tended 
to suppress domestic production. Domestic manufac- 
turers, whose economic interests were weakened by 
the persistent presence of barriers to inputs and 
outputs in the domestic market, by privatization 
changes in the production and distribution network, 
and by the possibilities of insolvency and excessive 
debt, were not able to cover the developing gaps in 
offerings made to the domestic market, and situations 
developed in which the domestic product was simply 
missing in the market. In that area, there were also 
nonprice import factors at work—better design and 
better trading and payments conditions. 
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Development of the Current Account of the Balance of Payments 
(in Convertible Currencies) 
In Billions of Dollars 
1992 

Item 1990 1991 ist Quarter ist-2d Quarter Ist-3d Quarter ist-4th Quarter 
Current account - 1.10 0.4 0.3 0.8 0.9 0.2 

Balance of - 0.80 - 0.4 0.1 0.2 - 0.4 - 1.6 

goods 

Balance of ser- 0.04 0.8 0.2 0.4 1.1 1.7 

vices 

Territorial Structure of Foreign Trade 
Exports Imports 
Year Market Nonmarket Former USSR Market Nonmarket Former USSR 
Economies Economies Economies Economies 

1990 54.0 46.0 26.0 55.9 44 | 24.0 
1991 63.7 36.3 17.5 65.6 34.4 23.3 
1992 78.0 22.0 8.5 72.7 27.3 20.2 























¢ Accelerated adaptation on the part of economic enti- 
ties can be contributed to by an influx of foreign 
capital, which virtually doubled in comparison to 
February 1991 and amounts to $1.2 billion, and the 
promise of investments in joint ventures and in newly 
privatized enterprises amounts to approximately $3 
billion. Whether those resource streams will be suc- 
cessfully transformed into investments with long- 
term structural effects will be important. 


What Will Influence Future Development 


Intended development for 1993 is based on the expecta- 
tion that the GDP will again grow, accompanied by 
inflation at 15-17 percent. In relationship to the external 
balance, the recovery of output in the economy can be 
expected to be accompanied by an increase in pressure 
on the growth of imports, and the realistic rate of 
exchange of the koruna, given slower growth in foreign 
prices, will continue to firm up and will thus reduce the 
competitiveness of our products. Both of those factors 
will increase the trend toward an external imbalance or 
will cause pressure on devaluation of the monetary rate 
of exchange. 


The negative external balance will be influenced by 
possible shortfalls in trade with Slovakia. Currently, 
trade with Slovakia represents approximately 26 percent 
of our total exports and 22 percent of our total imports. 
The area that will obviously be most palpably restricted 
(machinery and equipment, textiles, paper, foodstuffs) 
accounts for 14 percent of Czech Republic [CR] exports 
and 10 percent of CR imports in that area. It can be 
expected that those exports would be hard to offset in 
Western markets, but it is possible for import demands 
in that region to grow in view of the competitiveness of 
foreign goods. 


On the other hand, the external balance will be influ- 
enced positively by the following: 


¢ Ending the process of privatization and clarifying 
ownership relationships, which will lead to the real- 
ization of privatization intentions and to new capital 
connections. It can be anticipated that the forming of 
new production programs, commercial strategies, and 
the deepening of knowledge pertaining to Western 
markets will result in a renewal of export growth. 

¢ The effects of the law on bankruptcies and settlements 
will increase the economic pressure on the efficiency 
of enterprises, clarify signals to the markets, tighten 
conditions for competition, improve the availability 
of domestic goods, and limit foreign competition. 


At the same time, it can be anticipated that the proexport 
effects of the existing rate of exchange will be manifest 
even this year, though to a lesser extent. The positive 
effects of the devaluation conducted in 1990 should have 
their effect until such times as the ratio of inflation 
affecting domestic as well as foreign prices does not 
exceed the measure of devaluation (the real rate of 
exchange with regard to the German mark was valorized 
toward the end of last year by approximately one-third). 
A more sensitive factor in maintaining macroeconomic 
stability is the growth of import demand, when further 
liberalization of incomes, given the anticipated measure 
of inflation, will very much weaken the anti-import 
effects of the rate of exchange. 


However, developments over the past two years have 
indicated that the devaluation and anti-inflationary 
monetary policy have exerted a positive influence on the 
external balance but, in view of the short period of time 
that has passed and particularly as a result of uncom- 
pleted systems transformations in the domestic market, 
were not adequate to exert an influence on the shift 
toward a promising restructuring of the economy, even 
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though the growth of investment import dei.iands can 
serve aS a certain signal. The current export structure 
contributed to the attainment 0% a balance but should be 
of a temporary character. The room that the devaluation 
paid for macroeconomic stability should continue to be 
utilized to finalize systems changes and, thus, effect 
more promising changes in the economic structure. 


The point of departure for maintaining external balance 
and any concomitant monetary stability will be a com- 
binatio.. of monetary policy and non-rate-of-exchange 
measures in the following areas: 


e Export policy—in the sense of supporting specific 
shifts toward a more processing-intensive structure of 
exports. 
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An effective procedure for opening new markets. In 
addition to an accelerated conclusion of association 
agreements with the EC, increased use should be 
made of international cooperation agreements that 
have already been concluded, and the conclusion of 
additional agreements in key regions of international 
interests should be promoted—the environment, 
energy, the transportation network. 

An improvement in the quality and a tightening up of 
conditions in domestic markets in the environment of 
newly privatized enterprises—tightening policy- 
owned competition and financial discipline, and 
improving commercial policy on the part of economic 
entities. 
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* State Property Management Corporation 
Official on Banks 


9ICHOO81B Budapest NEPSZABADSAG in Hungarian 
21 May 93 p 12 


[Interview with Peter Szolnoky, deputy general manager 
of the State Property Management Corporation, by Judit 
B. Varga; place and date not given: “Their Situation Is 
Not Yet Catastrophic” ] 


[Text] 7wo big commercial banks will be holding their 
general meetings of shareholders on Friday, and next 
week the other banks will be holding their meetings as 
well, Instead of, or in addition to, speculations about the 
replacement of chief executives, of course, the banking 
world, as well as the segment of the general public that is 
interested in financial affairs, will want answers also to 
other important questions this spring, For instance, to the 
question of where is the Hungarian banking system 
heading’ Among others, this was one of the questions we 
asked Peter Szolnoky, the deputy general manager of the 
AVRt (State Property Management Corporation], during 
the interview he granted us 


[Varga] The requirements regarding Hungary's banking 
system also were brought up in the talks with the World 
Bank and the IMF. Could you tell us what specific 
measures these requirements involve? 


[Szolnoky] Summed up briefly. the expectations are as 
follows: A comprehensive program for the consolidation 
of loans and financial restructuring; strengthening the 
banks’ management and supervision, and amending cer- 
tain provisions of the Law on Banks. From the viewpoint 
of legislation, an interesting situation has evolved in our 
country. We have a truly modern Business Associations 
Law that clearly defines the rights and obligations of the 
holders of equity. In practice, however, the Law on 
Banks places restrictions on the principal shareholders. 
From a certain viewpoint, of course, this is justified. 
After all, the security of banking must be borne in mind. 
But it is likewise true on the other hand, that someone 
who holds equity in a business organization cannot be 
excluded to such an extent from that organization’s life. 
This is what the experts came up against. As [members 
of] an outside organization, they had difficulty in gaining 
access to information, but they were also forced to 
recognize how limited were the possibilities of the holder 
of equity as well. 


Entitled to a Seat as a Legal Entity 


[Varga] I sense that on this issue there are considerable 
differences of opinion between the AVRt and the BAF 
(State Inspectorate of Banks). 


[Szolnoky] That would be putting it too strongly. The 
fact is merely that, on the basis of the statutory regula- 
tions, the BAF has adopted a different standpoint 
regarding representation on the board of directors. 


[Varga] Perhaps the point is that, since the summer bank 
failures, the BAF is having reservations about every 
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holder of equity, This is borne out by the recently held 
regulatory conference, at which also the delegation from 
Basel called attention to the need for caution, 


(Szolnoky] Caution is in order and deserves support. 
But, speaking of the Swiss, there it would be unthinkable 
to exclude a holder of equity from the governing body of 
his c vn bank, Incidentally, the AVRt is continuing to 
uphud the standpoint that, as a legal entity, it is entitled 
to seats on the boards of directors. 


[Varga] Can we expect also other changes at the big 
banks’ general meetings of shareholders? Naturally, | am 
thinking primarily of personnel changes. 


[Szolnoky] We attach exceptional importance to stability 
and believe that a bank's management should not be 
judged, and perhaps fired, solely on the basis of what 
transpires at the general meeting of shareholders. That is 
the very reason why we ought to be included in the 
[banking] process. Personnel matters at the banks are 
very complex, because many different views have to be 
reconciled: the views of the State Inspectorate of Banks, 
those of the Hungarian National Bank and of the Min- 
istry of Finance and, of course, our own views as well. 
We will strive to reduce personnel changes of this type to 
a minimum, but inevitably certain personnel matters 
will arise. However, we will reduce the size of the 
supervisory boards everywhere, in the interest of greater 
effectiveness. 


[Varga] On the basis of what criteria will you be judging 
the banks’ performance to date? How much weight will 
be attributed to the possible unprofitable operation of a 
bank? To the substantial loss at Magyar Hitelbank [Hun- 
garian Credit Bank], for instance? 


[Szolnoky] The situation we find ourselves in is not an 
easy one. After all, banking is a process, from which it is 
very difficult to isolate a single year and evaluate it 
separately. The ripple effects of all the problems in the 
economy reached the banks last year. That was an 
entirely new lesson, one for which the government and 
the regulatory agency could hardly have been well pre- 
pared. That is how the present, rather one-sided, loan- 
consolidation solution was able to emerge for handling 
the problems. The mistakes can and must be corrected 
now, in 1993. I do not intend to absolve the bankers 
entirely, but I wish to note that it is very difficult to take 
positive action in a market coping with continuing 
recession. At present the banks are not yet in a cata- 
strophic situation that threatens them with bankruptcy 
at any moment, but the problems are perceptible. The 
OTP [National Savings Bank] was able to stabilize its 
situation. The results of Postabank [Postal Bank] are 
public knowledge. Altalanos Ertekforgalmi Bank [Gen- 
eral Banking and Trust Company] was able to maintain 
absolutely normal operations. Budapest Bank survived 
1992 without any major upheaval, which in itself may be 
regarded as an achievement. The two biggest banks, the 
OKHB [National Commercial and Credit Bank] and 
MHB [Hungarian Credit Bank], really suffered from the 
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economic climate, and they were affected more than the 
other banks by the collapse of their customers, Com- 
pared to that, the extent of their losses is still bearable. 
Incidentally, MHB exerted enormous effort during the 
year, and its net operating income developed favorably. 
But the bank's past is simply crushing it to death. The 
consolidation of loans has not yet been able to produce a 
significant improvement for the bank. 


Objectionable Small Banks 


[Varga] Isn't the picture you just outlined a bit too rosy, 
at least in so far as the banks’ ability to take defensive 
action is concerned? 


[Szolnoky] It was not the banks who invented restrictive 
monetary policy. As long as macroeconomic interest-rate 
policy prevails in Hungary, it is difficult to break loose 
from restrictive monetary policy. For a bank that is 
responsible for its depositors’ money, the only safe 
solution in the present situation is to buy government 
bonds, because they seem an acceptable investment from 
the viewpoint of risk. 


[Varga] As you have pointed out repeatedly, only the 
consolidation of loans, or its truly suitable application, 
can provide a way out from this vicious circle. However, 
the fact that banks are being given an incentive for 
financial restructuring can be of help only to large 
borrowers. But what will happen to the small enter- 
prises? Practically no one is lending to them at present. 


[Szolnoky] This is true. But it can be attributed to the 
fact that banking in Hungary has not become diversified 
at all. What has appeared in the guise of small banks here 
in Hungary has not always been nonobjectionable from a 
professional point of view. From which there naturally 
followed the summer bank closures, as well as the 
processes that are still continuing, even if not so notice- 
ably. Therefore we regard reconsideration of the ques- 
tion of small banks as a key issue. 


[Varga] It has been said over and over again that the 
banking system must be treated as an integral whole. But 
current events seem to suggest the exact opposite. There 
is the AVRt with the banks it controls. And again there is 
the AVU [State Property Agency] with its own banks. 
And I fail to see the linkage between them. Or more 
accurately, they occasionally appear to be heading in 
different directions. 


Problems of Interpretation 


[Szolnoky] You are not alone in your opinion. There was 
indeed a conceptual plan that called for a unified 
banking system, but—as a prerequisite for such a sys- 
tem—the questions of ownership were never settled. 
Formerly that did not create much of a problem, because 
the proportion of equity held by the AVU was relatively 
small. This has changed since then. To tell the truth, we 
too were approached to assume a role in Konzumbank 
[Consumers Bank] and Iparbankhaz [Industrial Banking 
Establishment], but our board of directors did not regard 
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Our participation desirable, We favored an entirely dif- 
ferent conceptual plan, of linking up with larger banks. 


[Varga] That exactly was the solution everyone expected 
for Dunabank [Danube Bank]. What was the obstacle to 
your participation in that bank? 


[Szolnoky] I am unable to comment on that, because we 
do not know all the details. Anyhow, even we ourselves 
are experiencing interpretation problems regarding the 
ownership of banks. Namely, the law has assigned to the 
AVRt the blocks of shares of all banks, not just of the six 
that now exist. Which would have been quite logical, but 
the trouble is that the processes are taking place quite 
differently. The government, we believe, will have to 
figure Out what points of contact could eventually be 
formed. The consulting firm, of course, is already 
working on this. By the end of this year it will have 
reached the point where it will be able to formulate a 
policy guideline for the entire banking system, with due 
consideration for the macroeconomic interrelations. 
Presumably that policy guideline will be able to tell us 
what is to become of the so-called small banks. 


* Situation at State Property Management 
Corporation Defended 


93CH0681A Budapest NEPSZABADSAG in Hungarian 
21 May 93 p § 


[Article by Gabor Ferenczy: “Nothing Objectionable 
About Teleki’s Remuneration, the Corporation Claims’’] 


[Text] Gyorgy O'svath, a member of the State Property 
Management Corporation's board of directors, 
announced that the board had examined the remunera 
tion of Pal Teleki, the corporation's president and chief 
executive, and had found nothing objectionable about tt. 
He added that the members of the board unanimously 
supported Teleki. 


The National Assembly’s Economic Committee, and the 
board of the State Property Management Corporation 
(AVRt) held a joint meeting on Thursday. At the press 
conference after the meeting, our paper inquired 
whether also the rumors regarding the remuneration of 
the corporation’s president and chief executive had been 
discussed. Gyula Takacsy, the committee’s chairman, 
replied with a terse ‘“‘No.”” When asked to comment by 
our reporter, Pal Teleki remained silent. Speaking on 
Teleki’s behalf, the head of the corporation’s secretariat 
said that Mr. Teleki did not wish to comment on the 
rumors, and his remuneration was not a topic of the 
press conference. 


Gyorgy O’svath, a member of the corporation’s board of 
directors, diffused the tense situation. He said that the 
board had debated the matter, examining the amount of 
remuneration from the viewpoint of fairness, prudence 
and practical considerations. The board found that the 
president and chief executive's allowance for expenses 
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was not unprecedented in international practice, con- 
formed to the country’s interests and did not give a 
competitive advantage even to U.S. entrepreneurs. 


The purpose of the joint meeting of the parliamentary 
committee and of the AVRt's board of directors was to 
acquaint the MP’s with the corporation's work. Marton 
Tardos, the committee's SZDSZ [Alliance of Free Dem- 
ocrats] deputy chairman, called attention to the fact that 
there had been no unanimity among the political parties 
regarding the establishment of the AVRt. That debate 
was not continued at the joint meeting, but the MP’s and 
the members of the AVRt board were able to familiarize 
themselves with each other's views. 


The question of subsidizing foundations also was 
brought up. Gyorgy O’svath emphasized that the AVRt 
was not supporting any foundation. But some of the 
enterprises that the holding company now controlled had 
made commitments to support various foundations 
before these enterprises were placed under the AVRt. 
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Therefore the situation required clarification, and the 
criteria had to be determined on the basis of which the 
AVRt would be able to support social and welfare causes 
in the future. 


It is not yet known what amounts the 1993 assets policy 
directives will require the AVRt to transfer to the state 
budget. But Gyula Takacsy was of the opinion that it 
would not be desirable if those transfers were to just 
disappear into the state budget’s maw. It would be 
preferable to use that income to reorganize the enter- 
prises. 


Several questioners attempted to pry into the personnel 
affairs of the enterprises and banks belonging to the 
AVR, but the holding company’s management did not 
provide any specific information. However, our paper 
has learned from other sources that, at the most recent 
meeting of the holding company's board of directors, 
there was sharp debate over plans for the replacement of 
cadres. 
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* Difficulties With Publishing of 2 Weeklies 
Noted 


93EP0261B Warsaw RZECZPOSPOLITA in Polish 
12 May 93 p 2 


[Article by (PAP): “New Daily, Vacation for SPOTKA- 
NIA, Uncertainty at Wprost’’} 


[Text] The Publishing Concern S.A. is the name of a 
company created to publish a new daily paper. Its boss is 
Mieczyslaw Gil, a deputy of the Party of Christian 
Democrats. The name of the paper is not determined yet, 
but the idea to call it NEW WORLD, as we have already 
written in RZECZPOSPOLITA, is not “the only propo- 
sition,” as Piotr Gerczuk, who manages the reporting 
and editing section of the enterprise, put it. 


The shareholders of the company, as we learned, are 
domestic entrepreneurs, “who are also involved in busi- 
ness on other markets.” 


Gerczuk is not willing to discuss any specific plans or 
dates regarding the new name. It is much too early for 
that. ‘We are at the stage of preparing financial plans,” 
he said. ‘“‘We would like to start this year.” 


It is not certain yet whether the new daily will be 
launched, just as it is uncertain whether the weekly 
SPOTKANIA will be closed. 


Its final issue, the 124th, will appear in two weeks. The 
decision on whether to suspend the paper temporarily or 
permanently will be made by representatives of Groupe 
Express Paris, a concern that publishes L’EXPRESS in 
France and has 70 percent of the shares in Spotkania 
Presse, which publishes the Polish weekly. 


The weekly was started in 1991. At that time, it stood out 
on the market because of its good graphic design and 
high quality of photographs printed on good paper. It 
was supposed to compete with the Poznan weekly 
WPROST. 


Its planners forecast six years of deficit. As planned, so to 
say, SPOTKANIA has had a deficit. According to the 
editorial office, the number of copies sold has reached 
30,000, with a considerable number of subscriptions. 
The main problem has been gaining advertising clients. 
According to Leszek Bedkowski, deputy editor in chief, 
however, “The weekly has started to settle comfortably 
in this difficult market.” 


The main cause of the suspension of the weekly is 
believed to lie in the problems of the French concern in 
its own country. The recession has caused lower earnings 
from advertising and the necessity to cut staff and 
expenses. The French have not decided yet whether to 
withdraw from business in Poland. So far, no one speaks 
of firing journalists. It is not ruled out that the publica- 
tion may be revived, after an indefinite period of time, in 
a new and more attractive form. 
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During the first quarter, the French were looking for a 
new Polish partner to publish SPOTKANIA. Until now, 
the partner has been Editions Spotkania. They talked 
with several candidates, but without any results. It is 
therefore possible that the French publisher will raise the 
original capital of the company. 


The Liquidation Commission of Prasa-Ksiazka-Ruch 
Worker’s Cooperative Publishing House has decided to 
cancel the agreement to take over the paper from the 
Journalists’ Cooperative Wprost, which it had signed 
two years ago. The commission believes that the coop- 
erative has blatantly broken the terms of the agreement. 


As Tomasz Kwiecinski, chairman of the commission, 
said, the agreement stipulated that the cooperative pro- 
pose a capital solution. The commission was given a 
contract for copublishing WPROST by the cooperative 
and the firm ROK Corporation. Later, that firm was 
replaced by the Publishing-Advertising Agency Wprost, 
a limited-liability company. “The cooperative was never 
a copublisher but only a figurehead, while the actual 
publisher—that is, the agency—was a private company 
of two people,” said Kwiecinski. 


When asked why it took two years for the commission to 
discover the irregularities, he said that a conflict had 
developed in the editorial office, and only a month ago 
he was contacted by a group of journalists and members 
of the cooperative, who informed him of the real state of 
affairs. The Supreme Chamber of Control [NIK] inspec- 
tors were sent to Wprost and confirmed the charges. 


* Prototype Tank Finally Becomes Marketable 


93EP0267D Warsaw GAZETA WYBORCZA in Polish 
5 May 93 p 18 


Article by Marek Dreszer: “Army Shoots, Labedy 
Rejoices”’} 


[Text] Ten PT-91 “Hard” tanks will be produced this 
year by Gliwice’s Labedy Mechanical Works SZ (for- 
merly Bumar), which was converted in April into an 
individual State Treasury partnership. The minister of 
national defense ordered the tanks for our Army. 


The Hard is much more modern than the tanks used by 
the Polish Army (it has about 2,500 T- 72’s and mod- 
ernized T-55’s), said Colonel Wieslaw Leszek, press 
spokesman to the deputy minister of national defense for 
weapons. 


The new tank is equipped with a thermographic firing 
guidance system. Thanks to an infrared camera that 
differentiates between objects on the basis of tempera- 
ture, the tank can see almost as well at night as during the 
day. 


The Hard has active armor. It is covered with plates 
filled with an explosive material that is designed to 
weaken shells that strike the tank. A special sensor 
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detects when the tank has been sighted by laser, and a 
special smoke screen shell is then discharged. 


An 850-cc [cubic centimeter] engine permits deployment 
overland at 70 km per hour. The tank, weighing 42 tons, 
can travel 650 km and carry 40-44 shells without refuel- 
ing. The guns are 125-mm. One tank costs approximately 
14 billion zlotys [Z). 


Work on the tank took three years, and its construction 
was based on the T-72 model. 


Money for the tanks was allocated from the fund the 
Ministry of National Defense [MON] has this year to 
buy equipment—a total of Z4 trillion. 


A ministry official told us unofficially that the purchase 
was made in order to save the Gliwice plant. If it were to 
fail, MON would have to buy expensive Western tanks in 
a few years. 


Labedy’s press spokesman, Marek Jurkiewicz, did not 
conceal his satisfaction with the order: “Hard has finally 
stopped being a prototype and will be tested by the 
Army. We reckon that this is the beginning of getting out 
of crisis for the plant’s arms division.” 


In the 1980's, weapons accounted for 90 percent of 
Labedy’s production. Each year, 250-300 tanks rolled off 
the line. The collapse in arms production and a lack of 
orders caused the plan to be in a very difficult financial 
situation. 


In the past two and a half years, Labedy produced no 
tanks, and there are none in any warehouses. 


In mid-1992, the former Bumar began negotiations with 
781 creditors, to whom it owed nearly Z890 billion. 
Small creditors were paid. Discussions with larger cred- 
itors continue. Management has proposed to creditors an 
exchange of debt for shares in the firm. 


Currently, several billion Z are necessary to restructure 
the plant. The plant does not have that much money, and 
so it is counting on government help, says Jurkiewicz. In 
his opinion, the production of those 10 tanks will be 
profitable for the plant. 


Now, after establishment of the individual State Trea- 
sury partnership, Labedy is to be converted to a holding 
company. The arms division will remain state property, 
and the rest could be privatized. There are many parties 
interested in investing in the plant. 


Heavy, 32-ton dump trucks are now being manufactured 
at Labedy. They are assembled on order for the U.S.- 
Swedish company VME. A special technological line has 
been transported to Labedy from Sweden. 


[Box, p 18} 


Western Tank Prices 


According to MON, the U.S. Abrams MIAI cost about 
$4 million at the end of last year, the newer M1A2 over 
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$10 million, the French Leclerc $5.5 million, and the 
Israeli Merkawa 3 $1.5 million. Those tanks are better 
than Poland’s—they have more modern armor and guid- 
ance systems. The Japanese TK-X, comparable to the 
Polish Hard, cost $8 million. 


* Problems of Newly Introduced Economic System 
Noted 


93EP0264B Warsaw GAZETA BANKOWA in Polish 
No 20, 14 May 93 p 11 


[Article by (J): “Old Times in New Packaging: Poland Is 
Not Changing; The Banks Are Slow and the Telephones 
Do Not Work as in the Past; Into the New Era With the 
Old Personnel”’} 


[Text] During Gierek’s time, things were world-class and 
sumptuous, say those who remember them. Poland 
entered an economic boom that brought the first repre- 
sentatives of Western concerns with it. They were 
located chiefly at one address, Intraco, the modern office 
building in Warsaw. 


Today, many of the former residents of Intraco have 
grown and changed their addresses. Their offices are 
located in more visible places in the capital. They have 
also introduced new ways of working, and Poland is no 
longer the same, but... 


What the Old Hands Say 


In the opinion of the foreign business representatives 
who have been in Poland during the past 15 to 20 years 
of their operations, little has changed. Dariusz Tenczyn- 
ski, of Deutsche Babcock, says, ‘““The banks are as slow as 
ever, and the telephones do not work. And, most impor- 
tant, the people have not changed.” 


Professionals From the Nomenklatura 


“Large state enterprises are still run by the same bosses. 
Our trading partners are not infrequently still people 
from the nomenklatura, the old incompetent manage- 
ment,” he emphasized. Zygmunt Dalke is of the same 
opinion. For 26 years, he has represented the interests of 
the German firm Krones AG Hermann Kronseder 
Maschinenfabrik. He said that only a small percentage of 
the bosses from the 1870's is dealing successfully with 
the new reality. “Too little ability and imagination,” he 
said. “In making decisions, habits from the past play no 
small role—the lack of independence and waiting for 
support.” 


He emphasized, however, that they are only a slight 
percentage because, in the majority of cases, the socialist 
professionals are doing well. They are losing their posi- 
tions because of their past. Their places are being taken 
by random individuals, usually according to party mem- 
bership. 


To the degree that the systemic changes have forced 
decentralization of management in the entire economy, 
they have had the reverse effect in mining. Ryszard 
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Janicki, the director of Charbonnages de France, of the 
office of information processing, says that the old asso- 
ciations and other mining structures have been replaced 
by holding companies and concerns. It is a return to 
central management, but in different packaging. The 
office has been in operation for the past 13 years and has 
the same customers. The same foreign trade agencies are 
still in operation, and the same people work in them. 
“Poland was communist; now it is capitalist, and coal 
and the problems associated with it are outside of time,” 
he concludes. 


Without Limits and Associations 


The employees of Western firms admit that things are 
easier now for their firms. Previously, they had set limits 
and intermediaries. They could not reach their cus- 
tomers and see their real needs and problems. The 
associations, combines, and central agencies replaced 
them at every point. The customers received equipment 
that was not suitable for them because a specialist 
seldom decided on their selection. 


Now things are different. Western representatives meet 
their customers directly for their products. Both sides are 
satisfied—the producer because he knows the customers’ 
equipment, and the customer because he bought what he 
needed. 


Appearances or Reality 


But, as Darius Tenczynski says, “It is only a facade that, 
in the new reality, things are easier.”’ The lack of trade 
agencies sometimes hampers business. The customers 
are poorly prepared for independent trading. They are 
inexperienced and do not know the regulations. 


Those problems are of secondary importance. The old 
large customers, the state enterprises that cannot count 
on support from the budget, have no money. Every 
penny is spent carefully. They recall that, at one time, 
there was no shortage. 


In the opinion of Marek Gruszko of Rank Xerox, the 
previous economic system was more certain for doing 
business. There were stable regulations on which one 
could base long-term plans. At present, customs and tax 
regulations change at a horrendous rate. “In that respect, 
things were better,” he says. 


But, as Leon Hard of Voest Alpine says, if the economic 
system changes, one must adapt. And as quickly as 
possible. 


* Discrepancy in Statistics on Deficit Noted 


93EP0267C Warsaw GAZETA WYBORCZA in Polish 
20 May 93 p 16 


Article by Jacek Pawlicki: “Foreign Trade Deficit: Def- 
icit Two Ways’’} 
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[Text] The Polish deficit in foreign trade in 1992 
amounted to $4.726 billion, the Central Office of Statis- 
tics [GUS] announced officially yesterday. Meanwhile, 
the National Bank of Poland [NBP] calculated several 
months ago that we have not a deficit but, rather, a 
surplus of $512 million. The difference is $3.238 billion. 


According to GUS, our exported goods were worth 
$13.187 billion and our imported ones $15.913 billion. 
But GUS cautioned that, in reality, exports could be 
higher because not all documents recording the exports 
of goods have reached GUS. 


On the other hand, the NBP calculated that we earned 
$13.997 billion on sales abroad and spent $13.485 bil- 
lion on purchases. 


Negative but Privately 


The share of the private sector in foreign trade rose again 
in 1992—to 38.4 percent of exports and 54 percent of 
imports (in 1991, 21.9 percent and 49.9 percent). 


Polish foreign trade sales are growing rapidly, especially 
imports. 


In 1992, exports increased most in light manufacturing, 
forestry, machine manufacturing and wood and paper. 
Exports of farm products decreased. The increase in 
imports involved nearly every group of goods. 


Imports were higher than exports in sales of fuels, 
energy, and electromechanical, chemical, and food prod- 
ucts. 


We sold more than we bought of metallurgical and 
light-manufacturing products. 


Closer to Germany, Farther From Russia 


Poland’s leading trading partner is the European Com- 
munity—58 percent of exports and 53 percent of 
imports. The share of trade with the EC in the overall 
balance of trade increased by 5 points compared to 1991. 


But our trade ties are weakening with Russia, which 
admittedly holds second place in imports (because of 
deliveries of fuel and gas, a negative balance of $628 
million), but fell to fourth (after Germany, the Nether- 
lands, and Italy) in exports. 


For the third year in a row, Poland’s most important 
partner is Germany (31.4 percent of exports, 23.9 per- 
cent of imports). In trade with Germany, we continue to 
have a rather high favorable balance ($335 million in 
1992). 


A Difference or Not? 


The large difference between GUS and the NBP in 
calculating the foreign trade balance elicited a great deal 
of confusion as early as in February, when unofficial 
reports from GUS reached the press. The Ministry of 
Foreign Economic Cooperation says both sources of 
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information are credible, and the difference results from 
different methods of calculating and gathering data. 


The NBP uses payment statistics—that is, it records 
bank entries, while GUS uses objective data. It is based 
on SAD [Single Administrative Document] customs 
clearance documents that record the movement of goods 
abroad. The differences between the results of those two 
methods of calculating occurs, the experts say, in all 
countries. 


Objective statistics (GUS) record transactions at the 
time goods cross the border, payment statistics (NBP) 
when payments resulting from the transactions flow to 
the bank. 


Moreover, after the introduction of SAD customs clear- 
ance documents at the beginning of 1992, GUS had a 
good deal of trouble analyzing them. “Our data on 
foreign trade in 1992 are as conclusive as we were able to 
develop SAD,” the president of GUS told deputies. 
Many forms dealing with exports had to be corrected (for 
example, they were incomplete). 


GUS and the Main Customs Office undertook audits of 
the documents. The data changed after those actions— 
for example, 11 percent higher in exports and 3 percent 
higher in imports semiannually. As a result of the audit, 
the quality of 473,000 SAD documents was questioned. 
That is one reason that obtaining complete data was 
possible only in March of this year, and their final 
versions in May. 


The English (confusion at the border lasted almost half a 
year) and Hungarians also had trouble with the new 
method of calculation based on SAD. But GUS admits 
that that is no excuse. 


Dumbfounded Commission 


Delegates from the Commission on Foreign Economic 
Relations and Maritime Economy received GUS data 
five minutes before the commission’s meeting—so there 
could be and was no discussion. That will take place at 
the next meeting. On Wednesday, it was agreed only that 
the government should appoint a special group to 
explain the problems with calculating foreign trade sales. 


* Plans, Changes Surrounding 1994 Budget 
Viewed 


93EP0267B Warsaw GAZETA WYBORCZA in Polish 
20 May 93 p 15 


Article by Waldemar Kumor: “Budget ’94: Concert of 
Wishes’’] 


[Text] The government wants to change the method of 
drafting the budget. Among other things, the point is to 
establish earlier the state’s financial capabilities and to 
set ceilings for ministers and voivodes, limiting the level 
of the budgets they prepare. Because of that, the work of 
the financial department will not lead to “cutting off 
zeroes.” 
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Work in the Sejm on next year’s budget bill will begin in 
mid-October, not on 15 November, as has been the case 
up to now. The government will approve the budget bill 
by 20 October, and terms of ‘“‘socioeconomic policy” by 
mid-June, said deputy Finance Minister Wojciech 
Misiag, who is responsible for the budget, yesterday. 


“Of course, the change in the timetable for work on the 
budget will not produce more money,” cautions Minister 
Misiag. 


Up to now, the finance department developed prelimi- 
nary provisions for construction of the budget and 
submitted them to the appropriate ministers. All of the 
departments transmitted drafts of their budgets to the 
Finance Ministry in turn. On the basis of these, a 
preliminary plan for state expenditures was established. 
At the same time, a general budget outline was drafted at 
the Finance Ministry, CUP [Central Planning Adminis- 
tration], and the NBP [National Bank of Poland]; a 
forecast of anticipated state revenues and opportunities 
for financing the deficit were set. 


In the opinion of many economists, it turned out that the 
plans of each ministry exceeded by 50 to 70 percent the 
limit on expenditures set by the finance department. 


The department indicates that, when individual minis- 
tries draft their budget proposals, there are practically no 
financial strictures or limits. 


“It reminds me of a concert of wishes because the 
spending plans presented by the departments stray far 
from state financial capabilities,” observes Misiag. 


“So the finance department’s most important task was 
‘cutting down’ the amounts presented by the depart- 
ments and voivodes to a level that would allow financing 
the budget deficit and adapting it to anticipated state 
income,” added Minister Misiag, who declined even to 
offer any estimates of numbers for next year’s spending 
plans. 


In his opinion, the current budget procedure was practi- 
cally disconnected from the work of voivodes whose 
projects were not significant in the ultimate form of the 
bill. 


The finance department will first develop general budget 
spending and revenue proportions and set spending 
limits for specific parts of the budget. Only then will the 
ministry gather from voivodes and all ministers their 
planned expenditures. The department will give them 
freedom in setting a final budget, and there will be no 
major divergence between departmental submissions 
and state financial capabilities. 


Because of the proposed changes, the timetable for work 
on the 1994 budget would be extended, as it is in nearly 
all European countries. 


According to the new timetable, by mid-May all minis- 
ters and voivodes were to submit to the finance depart- 
ment preliminary material on planned expenditures. As 
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Minister Misiag noted, material from nearly all depart- 
ments and 45 voivodes has arrived at the ministry. 


* U.S. Company To Assist in Enhancing Coal 
Richness 


93EP0267A Warsaw GAZETA BANKOWA in Polish 
No 19, 7 May 93 p 6 


Article by (SN): “Clean Coal: No Surplus or Slag; Chance 
for the Environment’’] 


[Text] Polish coal, although of good quality, is selling 
more and more poorly on world markets. The reason is 
high contamination with sulphur and slag and, as a 
result, low caloric value. 


The U.S. firm Custom Coals Corporation (CCC) has 
proposed cooperation with the three largest Polish 
mines—Piast, Ziemowit, and Czeczott, enabling the 
enrichment of coal, removing from it redundant prod- 
ucts that reduce its quality. That permits a reduction of 
the total sulphur content of the coal by 63 percent, and a 
reduction of the slag content by 76 percent. The caloric 
value of the coal should also increase from its current 
24.4 megajoules per kilogram to 31.37 MJ/kg, or 28.5 
percent. As a result, Polish electric power plants could 
decrease costs of storage and transport and produce an 
additional 2,000 megawatts of clean energy annually, 
with no expenditure or investment. 


Following negotiations, a letter of intent was signed by 
the CCC and the mines. Application of the new tech- 
nology can have a decisive impact on both the environ- 
ment and the Polish power industry, where coal repre- 
sents 90 percent of the fuel. Full implementation of the 
project—construction of two plants processing 10 mil- 
lion tons of coal a year—will take about two years. 
Investment outlays are estimated at approximately $120 
million. 


This is the first step in the direction of implementing an 
enormous project, whose purpose is to establish, over 10 
years, numerous coal-enrichment plans, with a pro- 
cessing capacity of 100 million tons and a value of $1.2 
billion. 


Together, the mines have a production capacity of 25 
million tons of coal annually, or about 19 percent of total 
Polish mining in 1992. The U.S. company will finance 
the project in full, while the Polish side will give the 
Americans a share in the sale of the coal. 


The CCC has also entered into a preliminary agreement 
with the Boleslaw Smialy mine to build a plant to enrich 
the coal dust used as fuel at the electric power plant in 
Krakow. Marek Singel, lieutenant governor of Pennsyl- 
vania, has signed an agreement between the Polish 
Academy of Sciences and the Pennsylvania Office of 
Energy on technology exchanges. 
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This is an important step for our firm and other U.S. 
companies seeking investment opportunities in Eastern 
Europe. 


The Polish Government stresses the significance of the 
undertaking for environmental protection. The plants 
will be located in Lower Silesia, where pollution of the 
atmosphere is currently three to 20 times the allowable 
European standards. 


* Specifics Provided on National Investment 
Funds 


93EP0264A Warsaw GAZETA BANKOWA in Polish 
No 20, 14 May 93 p 15 


[Interview with Jerzy Thieme, adviser to the minister of 
ownership transformations and cocreator of a mass 
privatization program, by Malgorzata Pokojska; place 
and date not given: “National Investment Funds— 
Foreign Capital and Management’ 


[Text] [Pokojska] The program known by the name 
“General Privatization” is established by the law on 
national investment funds and their privatization. What 
will the funds be? 


[Thieme] Partnerships of partnerships because they will 
manage groups of enterprises previously transformed 
into single-individual partnerships of the State Treasury. 
The investment funds will not have exclusive control 
over the partnerships under them, but they will have 
sufficient control to carry out changes they consider 
appropriate. 


[Pokojska] Why was the decision made to create invest- 
ment funds from above and not to issue privatization 
coupons? 


[Thieme] In our program of general privatization, the 
point is not just to make society property owners but 
chiefly to help the enterprises whose financial condition 
did not improve after Balcerowicz’s reforms. We wanted 
to create mechanisms to permit the simultaneous 
restructuring of a large par’ of the economy. The expe- 
rience of the West shows that knowledge and manage- 
ment talent are the most important. It would be best to 
employ such specialists directly in the enterprises. But 
there are few of them in Poland, and there are hundreds 
of enterprises that require restructuring. We selected a 
worse but realistic solution; we want to put experienced 
managers in several dozen investment funds. 


[Pokojska] The investment funds are frequently identi- 
fied with the associations, especially before privatiza- 
tion, and, for at least a year, they will be state partner- 
ships. Is there no danger of recreating centralized 
structures that limit the independence of the enterprises? 


[Thieme] One can group the enterprises in various ways 
for various purposes. Comparing the investment funds 
to the Large Economic Organizations or the associations 
is a Major misunderstanding. Funds have been operating 
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structures for decades in market economies. Initially, we 
considered holding companies, but we decided on 
investment funds, which are owners of 33 percent of the 
stock. The idea is that their representatives in the super- 
visory councils of the partnerships under them will 
always be one vote short of being able to force their 
solution. In spite of mentioning the objections of the 
deputies during the debate on general privatization and 
the persistent references to the associations, I think we 
have chosen well. 


[Pokojska] To which of the types of funds operating in 
market economies do the national investment funds 
correspond? 


[Thieme] To investment funds organized as stock part- 
nerships. There are many such funds around the world. 
They invest in enterprises that, though not in the best 
economic condition, offer hope of a rapid increase in 
market value. Their stock is initially cheap but, after 
successful restructuring, significantly increases in value. 
We refer also to another popular arrang,ement—venture 
capital funds. Frequently, Western banks have separate 
investment departments. Among other things, they 
create funds by gathering money from various investor- 
partners. They buy run-down enterprises, put them on 
their feet, and sell them for a much higher price. The 
multiplied capital returns to the investors, and the 
restructurers take a commission for their work. Those 
funds have greater risk because run-down enterprises are 
not a completely certain business. In forming those 
funds, the banks are the equivalent of the managerial 
firms that are to run the national investment funds. 


[Pokojska] Since when have there been investment funds 
and venture capital funds in the West? 


[Thieme] The first investment funds were formed in the 
1860’s in Scotland. Venture capital funds are as old. 
That form of financing was used for the Trans-Siberian 
Railroad, for example. 


[Pokojska] What place will the firms managing the 
national investment funds occupy in their structure? 


[Thieme] The managing firms will be hired on contract 
and will help the fund managers with organizational 
affairs and provide expertise. There are two possible 
solutions: Either they will receive a so-called power of 
attorney and full voice in decisionmaking or be advisers. 
The question will be settled individually in the contracts. 
In the partnerships under them, the representatives of 
the managing firms will have seats only in the supervi- 
sory bodies and not in management. 


| Pokojska] Who will hold positions in the management 
of the partnerships under them? 





JPRS-EER-93-055-S 
16 June 1993 


[Thieme] Initially, everyone who currently holds a man- 
agement position. However, they will be supervised and 
controlled by a trained supervisory body. The council 
has the right to remove the management if it decides it is 
incompetent. 


[Pokojska] How long will the contracts with the man- 
aging firms last? Who will pay them? 


[Thieme] The contracts will be for three years, with an 
opportunity for renewal. The time horizon for the entire 
program is 10 years. The managing firms will be paid by 
the funds. The national investment funds are to sell the 
partnerships under them and make a profit. There will 
be no income initially, however. Thus, we are seeking a 
loan from the World Bank. 


[Pokojska] The deep restructuring of enterprises requires 
capital. What guarantees are there that it will be readily 
available? 


[Thieme] Around the world, neither investment banks 
nor managerial firms have their own investment capital. 
Their job is to attract capital. The firms that manage the 
national investment funds also do not have their own 
sources of capital, but they have contacts in the financial 
and business world. Today, the largest investment funds 
in the West are retirement funds and insurance compa- 
nies. Those institutions have hundreds of billions of 
dollars, and they must increase them. Their agents seek 
good investment opportunities. The principle is to invest 
a little in many places. 


[Pokojska] Does that mean that the funds of retirees in 
the West will end up in Poland? 


[Thieme] If it turns out that interesting and promising 
investments under the direction of professional man- 
agers are being made in Poland, those funds will also 
come to Poland. 


[Pokojska] For the past two years, you have had contacts 
with foreign management firms and banks. Are many of 
them interested in working with the national investment 
funds? 


[Thieme] After the first defeat of the law in the Sejm, 
some of the firms withdrew. There were about 60 inter- 
ested; now there are fewer, but enough to organize an 
auction. We will know the truth, however, only when the 
offers come in. 


[Pokojska] When can we expect that to happen? 


[Thieme] After the president signs the law, we will send 
an invitation to the auction to all who are interested. It 
will include a complete set of materials—the text of the 
law, the proposed contracts, the charter of the national 
investment funds. We will probably set a three-month 
deadline for submitting bids. Meanwhile, we will form a 
select commission of 19 individuals to evaluate the bids, 
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as the Sejm decided. Even if there are not many bids, a 
verdict will come down after the summer vacation. 


[Pokojska] Will the program be implemented in two 
stages? First, selection of the firms for the recompensa- 
tion funds, and later for the general funds? 


[Thieme] It would be best if the funds for recompensing 
the retirees and the budget sphere and for general priva- 
tization were formed simultaneously. That, however, 
depends on the decisions of the enterprises, for which the 
law creates an incentive in the form of an exemption 
from the tax on excessive wage increases and from 
interest on stock capital. At present, we have a recom- 
pensation group of 180 enterprises transformed into 
partnerships. In the next few days, we will begin talks 
with other selected plants. According to the law, they 
must express a desire to participate in the program. 


[Pokojska] Will separating out the recompensation funds 
not reduce the attractiveness of the program? 


[Thieme] If foreign firms are interested in gaining expe- 
rience in order to enter the Polish financial markets later, 
they will not care whether they get a recompensation or 
a general fund. Further, we hope that retirees will not be 
a worse clientele than the others and that they will not 
sell their participation certificates and later the stock. 
That could cause a drop in their price. In the opinion of 
banks, the most stable savings accounts are retirees’ 
accounts. 


[Pokojska] How many Polish management firms have 
expressed an interest in the national investment firms? 


[Thieme] Six months ago, foreign firms predominated. 
Recently, interest by Polish banks, especially private 
ones, and large consulting firms has increased. We advise 
foreign bidders to seek Polish partners. The benefits 
would be bilateral. But I think that the selection com- 
mission will not use national preferences. The profes- 
sional ability of the management firms is most important 
for the success of the program. 
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* Cable Industry Privatization, Transformation 
Noted 

93EP0264C Warsaw GAZETA BANKOWA in Polish 
No 19, 7 May 93 p 6 


[Article by (JS): “Cabling” } 


[Text] The cable and wire industry, one of the most 
attractive areas for domestic and foreign investors, is to 
be privatized. The U.S. firm Bain & Company received 
a contract to conduct a comprehensive analysis of that 
industry and to carry out a pilot privatization. In the 
opinion of Bernd Venhor, the vice president of the 
European subsidiary of the firm, the Polish cable and 
wire industry has a chance to develop because of the 
increasing need for public services and telecommunica- 
tions. He said that, although Polish enterprises are strong 
and healthy, they have little chance to compete in 
international markets dominated by powerful compa- 
nies. 


Specialists from Bain & Company have recommended 
attracting foreign investors to the Ministry of Ownership 
Transformations. In their opinion, the gradual inclusion 
of Poland in European integration within the EC will 
create opportunities to compete with worldwide, multi- 
national giants in domestic and foreign markets. 


However, as Henryk Siodmok, of the Warsaw office of 
Bain & Company, emphasized, the proposed privatiza- 
tion project is based exclusively on economic premises. 
Privatization is not a goal in itself. The point 1s to 
transform current structures in that industry into more 
productive ones that guarantee competitiveness. 


Three plants are to be privatized by an auction that 
began in the middle of March 1993. 


The first of them will be the Wloclawek plant Drumet 
SA, which produces high-quality steel line and wire (sales 
in 1992 amounted to $25 million). Next to be trans- 
formed will be the Bydgoszcz Cable Factory SA ($55 
million in 1992). The plant is among the best producers 
in Poland of power cable and installations. The third 
enterprise will be selected at a later stage of the project. 
Domestic and foreign investors are already interested. 
The negotiations are continuing. 


Previous work by Bain & Company in Poland involved 
the privatization of plants producing detergents, tele- 
communications equipment, and specialty gases. 
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0. saad Production, Trade Until Year 


93CH0657C Bratislava HOSPODARSKE NOVINY in 
Slovak 14 May 93 p 13 


[Article by Jozef Papcun, of VSZ Inc., Kosice: ‘“Devel- 
opment of the Quality of Production and Trade’’] 


[Text] Steel metallurgy will continue to be a strategic 
branch of industry for the Slovak economy in the future. 
It will make itself felt in the market economy. The 
developmental plans are directed at developing the mar- 
keting network, improving the quality of production, 
and progressively complying with the ecological stan- 
dards. 


The common characteristic and comparative advantage 
of the metallurgical enterprises is a suitable profile of the 
production program, modern technology, and an export 
capability of the products for the most demanding mar- 
kets. With the operational start of the second set of 
equipment for casting masts at the VSZ [East Slovakia 
Steel Mills] in 1992 and the block equipment at the 
Podbrezova Ironworks this year, the actual prerequisites 
are created for Slovakia to be one of the few countries in 
Europe that, by 1994, will be casting the entire produc- 
tion of steel by a continuous process. 


Iron metallurgy in the SR [Slovak Republic] contributes 
the following amounts (in percentages) to the overall 
industrial production: 


¢ Production volume, 16.7. 
¢ Exports abroad, 30. 
¢ Employment, 6.6. 


Iron metallurgy makes a significant contribution to the 
foreign trade balance, to the maintenance of the internal 
convertibility of the currency, and to the stability of the 
exchange rate. The extent and convertibility of the 
production on the foreign markets is a stabilizing factor 
in the SR’s economy. It achieves those favorable results 
through its suitable production program and a well- 
trained work force. 


Today’s production of steel, steel products, and ferroal- 
loys in the SR is concentrated in three corporations. 


The Istebne Ferroalloys Plants, Inc. 


The enterprise was constructed at the beginning of the 
1950’s, with the intention of reducing dependence on the 
importation of ferroalloys. With a production capacity 
of approximately 150,000 tons, a very broad assortment 
containing about 100 types of ferroalloys is character- 
istic for the company. Approximately 70 percent of the 
deliveries are for the CR [Czech Republic] and the SR. 
In keeping with the predicted drop in steel production, in 
the next three years there will be a reduction in produc- 
tion to a level of 80 to 90 kilotons per year. 
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The planned reconstruction modifications are pursuing a 
reduction in energy consumption and an improvement 
in the ecological conditions. 


The Pobrezova Ironworks, Inc. 


Today this consists of a perfect mini-ironworks, utilizing 
electrosteel for casting steel with a 100-percent contin- 
uous process. The production program is directed at the 
manufacture of: 


—Hot-rolled weldless pipes of 32-118 mm in diameter. 
—Precision cold-drawn pipes of 4-160 mm in diameter. 


Steel production of a volume of 180-220 kt [kilotons] per 
year is ensured by an electric-arch UHP furnace, casting 
into 200-by-200-mm blocks. Regarding the technical and 
technological level, steel production and finalizing oper- 
ations are at the top European level. The developmental 
plans are directed at shaping pipes into profiles and 
modifiying the ends, as well as supplying deliveries of 
pipes for the petroleum industry. 


VSZ Kosice, Inc. 


The arrangement of the VSZ into a concern organiza- 
tionally unites more than 70 companies, which exceed 50 
percent of the capital. It has the nature of an engineering 
and metallurgical enterprise, with supplementary pro- 
duction of metallurgical ceramics. 


Since 1966, the VSZ has formed an integrated enterprise 
in metallurgical activities. That means that it supplies 
coke, pig iron, steel, and hot- and cold-rolled flat prod- 
ucts. Since production started, steel is being manufac- 
tured by a convertor process. 


For program reasons but mainly because of the higher 
utilization of steel, the production of raw steel has 
dropped in the past three years from 4.5 million tons to 
3.6 million tons per year. One effect of that was a 
reduction in the material and energy costs of 10.2 
percent. 


In engineering manufacturing, the VSZ, on the basis of 
its own products, provides spiral-welded pipes, radia- 
tors, and bent profiles. Supplementary products are 
shaping machines, air-handling equipment, and food- 
stuffs equipment. 


in the Keramika, Inc. company, the main production 
program consists of fire-resistant material, lime, and 
construction ceramics. 


Even in the former CSFR, the VSZ corporation was the 
largest metallurgical manufacturer of plate products. In 
volume and product quality, it is among the advanced 
European metallurgical companies. With its almost 1 5- 
percent share of the overall industrial output, it not only 
has a dominant position in manufacturing and trade 
activities in the Slovak Republic but significantly: 


¢ Contributes to the foreign trade balance. 
* Maintains the domestic convertibility of the currency. 
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¢ Helps stabilize the exchange rate. 


Strategic Plans Up to the End of the Century 


The emphasis in the modified strategy is placed on a 
sharp reduction in expenses, primarily in the use of raw 
material and energy resources. The intention of the 
modern technology installed in the sector of the liquid 
phase and rolling is to increase the competitiveness of 
our products in countries with advanced economies, 
while limiting the negative effects on the environment. 


The decisive actions to achieve higher quality are aimed 
at the production, secondary modification, and casting 
of steel. The program also counts on expansion in the 
production of plates coated with zinc, tin, and lacquer 
from the current 8 percent to 14 percent. 


By limiting the production of coke and pig iron and 
utilizing modern technologies in the area of the liquid 
phase, by 1998 we will achieve a reduction in solid 
emissions from 13.2 to 6.0 kt per year, and in SO, from 
32.6 to 11 kt per year. 


Despite the creation of new banks, the banking and 
finance sector is also having a negative effect on the 
development of restructuring iron metallurgy, mainly 
because of the high interest rates and their unwillingness 
to bear the risk of entrepreneurial activities. Therefore, 
not even the foreign advisers proceeded sensitively in 
looking for the means to restructure metallurgy. 


One can expect that the developments on the monetary 
market this year will also take place under the influence 
of the excessive demand for credit by the steel manufac- 
turers and the low level of capital resources from abroad. 


Trade Activities 


If any small country wants to prosper, it is essential for it 
to join effectively in international trade. However, the 
conditions are dictated by products of the highest 
quality, a suitable variety, and an acceptable price. 


Slovakia is not a full-fledged member of any of the 
existing trade or political blocs. Even our association 
agreement with the EC did not protect us last year from 
having an import quota on steel products imposed on us 
by the West European business community. On the 
contrary, the measures taken against exporting steel 
from the countries in Central and Eastern Europe were 
of a protectionist nature. 
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The West European Market 


Of the possible ways in which we could get into the world 
market, in the VSZ we have chosen to set up trade 
representative offices and go for bilateral discussions 
utilizing all of the applicable rules. That method also 
makes it possible in the West European market to 
acquire a customer directly by presentations, without 
any middleman company being involved. 


With a production of 3 million tons of rolled products, 
we want to increase the proportion of final products 
from the more expensive steels, to expand the servicing 
of direct processors by 30 percent, and, by increasing the 
price structure, to achieve exports to the EC in 1995 at 
the level of 750,000-800,000 tons. 


Central and Eastern Europe 


The Central European Agreement on Free Trade 
between the Czech Republic, Slovakia, Hungary, and the 
Republic of Poland, signed in December of 1992 in 
Krakow, specified rolled metallurgical products as a 
so-called sensitive item and stated that duty protection 
would be lifted by | January 2001. That forces us to 
achieve the planned development in Central Europe, in 
this case of steel products, through bilateral trade discus- 
sions. 


Deliveries to the Czech Republic 


Trade with the CR is of particular concern. The metal- 
lurgical industry, which today is in separate republics, 
had developed in previous years in close connection. 
Refined steels and lengthy products are manufactured in 
the CR, and flat products are mainly made in the SR. 


The consumers in the Czech Republic are our largest 
customers by volume, the consumers of the most expen- 
sive varieties, and steady customers. 


Complete saturation of the needs of the consumer’s 
market in the CR demands that we ensure the quality of 
the supplies at the level of the EC countries and that we 
systematically coordinate the mutual exchanges with our 
partner organizations, so that no disruption of the 
market occurs or any protectionist measures are taken. 
The VSZ will also have a continuous interest in the 
future in coordinating the production of steel in close 
connection with manufacturers in the CR. In doing that, 
it will be capable of continuously meeting all of the 
volume and variety requirements of the consumers. 
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Peterle on Foreign Ties, B-H Conflict 


AU2405170993 Prague LIDOVE NOVINY in Czech 
20 May 93 pp 1, 5 


[Interview with Foreign Minister Lojze Peterle by Petr 
Janyska in Strasbourg; date not given: “An Example of 
Successful Reform”’] 


[Text] “We could be two examples of successfully imple- 
mented economic reform,” said Lojze Peterle, Slovene 
foreign minister and former prime minister, when he 
compared his country and the Czech Republic in an 
interview for LIDOVE NOVINY granted in Strasbourg. 


The former prime minister was in Strasbourg at the end 
of last week to attend his country’s admission into the 
Council of Europe. Slovenia is the first former Yugoslav 
republic to become a member of the Council. 


He granted LIDOVE NOVINY the following exclusive 
interview: 


[Janyska] Mr. Minister, what does membership in the 
Council of Europe mean to you? 


[Peterle] It is a special day for Slovenia. We perceive this 
as a Sign of recognition that, in our country, there are no 
problems with human rights and minorities and that we 
are fulfilling European criteria. Apart from the protocol 
with the European Community, this is the most impor- 
tant event of the year for Slovenia. 


[Janyska] The majority of Europeans still view the 
former Yugoslav republics as a single bloc, a little like 
the Czech and Slovak Republics. Czechs often feel 
offended by the automatic linkage with Slovakia. Do you 
feel the same about being linked to the former SFRY? 


[Peterle] Foreign politicians have—from time to time—a 
tendency to put us in the Yugoslav basket, which does 
not please us very much. However, we are asserting 
ourselves more and more as an independent and sover- 
eign country. Of course, we do not want to sever rela- 
tions with the republics of the former Yugoslavia. Nev- 
ertheless, we are establishing current relations on new 
formal foundations. We are not especially tied to our 
neighbors, we mostly trade with the EC countries (70 
percent of our foreign trade). 


We signed three agreements with the EC at the beginning 
of April. These mark the start of formal contacts, 
which—of course—go further than the treaty between 
the EC and Yugoslavia. This is not an association 
agreement, but it does mention the aim of achieving 
associate tnembership. 


[Janyska] Do you intend to join NATO? 


[Peterle] This idea has not yet been broached. We are 
trying to ensure our security within the framework of the 
European security system. In the meantime, we are 
talking about the Western European Union. 
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[Janyska] Some 100,000 Serbs and Croats live in Slove- 
nia. What rights do they have? Can they obtain Slovene 
citizenship? 


[Peterle] Serbs, Croats, and other former Yugoslav 
nationals came to Slovenia as laborers. Therefore, we do 
not view them as an autochthonous minority, but as 
ethnic groups. Our Constitution considers only Italians 
(3,000 live in our country) and Hungarians (some 8,000) 
to be minorities, that is, groups occupying a defined 
territory. They even have their own schools. 


More than 150,000 non-Slovenes have obtained Slovene 
citizenship since the declaration of our independence. 
The conditions were very liberal, it was enough for the 
individual concerned to be in Slovenia on a certain date 
and have permanent residence here. 


[Janyska] What is your view of relations with the Czech 
Republic? Your prime minister was in Prague and 
Vaclav Klaus was in Slovenia. A free trade zone should 
operate between us as of January. Have you signed a 
treaty on such a zone with other states? 


[Peterle] The zone will also operate with Slovakia, and 
one day we would like something similar with all the 
Visegrad Group countries. Relations with Croatia are 
not so simple. We have signed an agreement on eco- 
nomic cooperation with them, however, the Zagreb 
parliament has not ratified it. We are waiting for the 
draft of a new treaty from them. 


As far as relations with the Czech Republic are con- 
cerned, they are very friendly, open, and businesslike 
and are marked by terrific energy. I hope we will coop- 
erate closely in the future, not only economically, but 
also politically. We could be two examples of success- 
fully implemented reform. As neighbors of our neigh- 
bors, the Czech and Slovak Republics are our neighbors 
in both the spiritual and political senses of the word. 


[Janyska] According to the statistics, 75 percent of 
Slovene enterprises are already in private hands. What 
privatization method did you use and how do you intend 
to continue privatization? 


[Peterle] We adopted privatization laws last March and 
they make it possible to utilize many methods. Enter- 
prise employees and management have a great deal of 
authority in deciding how much will be ceded to the state 
and how much the employees will keep. We are also 
considering issuing so-called certificates, a kind of vari- 
ation of your coupons. Foreign capital may take part in 
the second phase. We are trying to privatize as many 
state enterprises as possible, but we will not touch certain 
branches (for instance, the railroads) yet. We now have 
major problems with the giant enterprises, first and 
foremost, with the ironworks. They are still in state 
hands, but one day they will also be in private hands. 


[Janyska] Will it be possible to bring the war in Bosnia to 
an end? 
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{Peterle] The diagnosis and treatment for the whole 
conflict in the former Yugoslavia—which began with 
aggression against Slovenia—have been incorrect on the 
part of the international community. It had sufficient 
means and opportunities to do something; however, it is 
incapable of agreeing on what to do. I hope effective 
means will now be found for implementing the Vance- 
Owen plan, which, although it is not ideal, is the only one 
there is and is the only one that can be implemented. We 
suggested to the Security Council a means of doing this, 
and—to a certain degree—our suggestion was accepted. 


So far, not all options of a nonmilitary nature have been 
exhausted. Of course, if the Serbs continue to massacre 
people, an effective method of protecting the population 
of Bosnia-Herzegovina has to be found. The UN is also 
considering military action. This is a vexed issue; no one 
wants to become involved in anything like this. How- 
ever, we must not close our eyes to the consequences of 
the fact that only one side there has arms. 


[Janyska] Do you think the arms embargo should be 
quashed? 


[Peterle] The embargo came too late. Even if we were to 
abolish it now, the other side would still not have enough 
time to learn how to use the weapons. Meanwhile, the 
scene has already changed. The Serbs are the victors in 
this conflict, and annulling the embargo now would 
merely be an artificial solution. 


[Janyska] Let us assume that this war comes to an end. 
What will happen then? 


[Peterle] Perhaps it will be possible to find new options 
in Bosnia within the framework of the territories pro- 
posed by the Vance-Owen plan, but it will be impossible 
to restore the original situation and relations between the 
ethnic groups. So much hatred has accumulated there 
that it will take several generations before it will even be 
possible to talk about a new coexistence. 


| Janyska] Nevertheless, do you think it is possible for the 
population to live for years, perhaps for generations, in 
precisely demarcated zones? 


[Peterle] Conditions making it possible for people to live 
together in such zones should be created with the help of 
the international community. First and foremost, it is 
necessary to prevent more ethnic cleansing, regardless of 
who is carrying it out. 


[Janyska] How do you explain the fact that, at the 
beginning of the conflict in 1991, the Serbs abandoned 
Slovenia after 10 days of fighting? 


[Peterle] Serbia hs’ ~ _.wice: Either to keep Yugoslavia 
together as a stave under Serbian domination or to create 
a Greater Serbia. The former solution was tried first. 
Prime Minister Markovic thought he could keep Yugo- 
slavia together and he convinced Western politicians 
that all he needed was a couple of tanks and a couple of 
hours and he would have the situation under control. 
However, then came the disenchantment. Slovenia had 
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perfect information about the Yugoslav Army’s plans 
and was ready to defend itself. The Serbs underestimated 
us, and all of a sudden were faced with a decision: Either 
to lose a large part of their forces in Slovenia or to leave 
us alone and concentrate on Bosnia-Herzegovina. The 
fact that there was no Serbian minority in our country 
also played a role here. 


Peterle on Difficulties of Border With Croatia 


AU0206 135493 Ljubljana Radio Slovenia Network in 
Slovene 1330 GMT 1 Jun 93 


[Text] Slovene Foreign Minister Lojze Peterle today he!d 
his regular monthly news conference. He spoke about tlie 
ministry’s work during the month. As expected, atten- 
tion focused mainly on relations with Croatia. Here is a 
report by Edo Zitnik: 


[Begin recording] [Zitnik] From a statement Croatian 
Ambassador Zagar made in Ljubljana last week, it was to 
be expected that the greatest part of today’s news con- 
ference would be devoted to Slovene-Croatian relations. 
In fact, Minister Peterle has still not received more 
precise information from the Croatian side about pos- 
sible changes, that is, the aggravation of Zagreb’s posi- 
tion toward Ljubljana. Despite everything, he responded 
to the statement Ambassador Zagar made on Croatian 
Statehood Day, a statement that was certainly not made 
by chance and without Zagreb’s knowledge. 


[Peterle] It seems he wanted to use historical criteria. 
That is how Mr. Zagar’s statement must be interpreted, 
for by using the term at one time means referring to 
history. If we use the term at one time, it would not only 
be deputies of one or another political party who would 
say that, while Istria briefly used to belong to Croatia, it 
belonged mainly and most of the time to the Kranj 
region, and so on, that there was also the Trieste region, 
the B Zone, and that the border of (?Piran) Commune 
used to be somewhat different, and the like. Just as the 
Dragonja River used to flow in its old bed, and now does 
not flow in its old bed but along two canals. So I would 
say that the talk about the old riverbed ts a special 
matter. 


[Zitnik] Although Minister Peterle’s tone was undoubt- 
edly harsh, Slovenia today again expressed the convic- 
tion that it would be best if in future the two states keep 
to the borders that were in force on 26 June 1991. In the 
event a border cannot be precisely established, however, 
the two sides should use additional criteria. There is a 
problem, however, with selecting those: As is known, 
Slovenia is in favor of the borders being established on 
the basis of land registry records, whereas Croatia advo- 
cates the criterion of natural borders. 


[Peterle] We suggest that to avoid difficulties, one crite- 
rion should be universally, that is, generally valid, that is 
to say that it should apply in the case of all borders. For 
example, in case of Secovlje, the Croatian side demands 
a natural border, which certainly is not the state of the 
border on 26 June 1991. Of course, in other cases, 
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Slovenia could then demand a natural border or some 
other criteria, It has nowhere been put in writing that 
there must be a natural border at (?Ravno), so this could 
then lead to difficulties. [end recording] 


Commission Views Improprieties of Security 
Service 


AU0106 162393 Ljubljana Radio Slovenia Network in 
Slovene 1330 GMT 31 May 93 


[Text] At their news conference today, the three-member 
governmental commission for the implementation of the 
rights, duties, and powers of Security Intelligence Service 
officials presented the measures that the Slovene Gov- 
ernment adopted last week after discussing the report 
submitted by ministers Miha Kozinc, Ivan Bizjak, and 
Rade Bohinc. At the news conference, they also spoke 
about the ministerial commission’s amended report, 
from which it can be concluded that the Security Intel- 
ligence Service has several times exceeded its powers and 
misused documents, Sandi Frelih has a report on the 
news conference. 


[Begin Frelih recording] The governmental commission 
has not actually established whether there have been any 
punishable acts or mistakes in the past record of the 
Security Intelligence Service, the three ministers pointed 
out, adding that the commission is an expert body, 
which, if any punishable acts are established, would 
hand the evidence over to the public prosecutor. 


The government conclusions themselves establish, | 
quote, a number of irregularities and violations of regu- 
lations, the irregular transfer of documents, and 
exceeded powers, matters that should be treated by the 
criminal investigation service of the Ministry of Internal 
Affairs. Some documents were destroyed after the 
former head of the service, Miha Brejc, was officially 
replaced. A later date was then written on the minutes. 
This former official supposedly signed at least eight 
decisions on retirements at a time when he was no longer 
director of the Security Intelligence Service. When the 
changeover came, he failed to present the complete files 
on the associates of the Security Intelligence Service— 
decisions concerning the fate of the now former State 
Security Service are considered to be a particularly 
serious matter. The material includes about 17,000 
microfilmed dossiers and the [word instinct] of the 
available data should be Miha Brejc’s last and now 
deceased adviser. The commission has established that 
the Security Intelligence Service had no files on 
resources belonging to the special fund, something which 
is legally binding, so the government asked the Security 
Intelligence Service to investigate the way in which 
money from the special fund has been acquired and 
used. In a word, the security service must do everything 
to locate the missing microfilmed documents and docu- 
ments about the network of coworkers. 


The government called on the State Chamber to ensure 
that the law is obeyed and individuals’ rights are pro- 
tected when carrying out duties of a confidential nature. 
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As for the work of parliamentary commissions, it warns 
about respecting general procedures and the rights of 
parties before the authorities, At its session, the govern- 
ment repeated its position that documents acquired by 
means of the Security Intelligence Service or the former 
State Security Service may not be used for public pros- 
ecutions or for discrediting individuals, [end recoding] 


Osimo Treaty With Italy Still Valid 


PM2505082093 Milan IL GIORNALE in Italian 22 
May 93 p 8 


[Interview with Slovene President Milan Kucan by Livio 
Caputo in Ljubljana; date not given] 


[Text] Ljubljana—Negotiations with Slovenia to revise 
the Treaty of Osimo, for which this newspaper launched 
a campaign which gained much popular support, began 
some three months ago. There has been one meeting in 
Ljubljana, another in Rome, and a third is planned 
before the summer, but nothing certain is known about 
what it will be possible to achieve. So, to satisfy the 
legitimate curiosity of the 144,000 readers who signed 
Our petition, we went to ask for news directly from the 
opposite number, Slovene President Milan Kucan. Here 
are his answers: 


[Caputo] What degree of priority does Slovenia assign to 
settling its dispute with Italy? 


[Kucan] We have so many priorities: consolidating a 
political and economic system compatible with Europe, 
stabilizing the economy itself, building infrastructures 
essential to an emergent state. In this context, we cannot 
afford the luxury of a controversy with a great neigh- 
boring country, although I must point out that it was not 
we who started it. 


[Caputo] How is the work of the bilateral commission for 
the review of Osimo going? 


[Kucan] Osimo, in our view, is a bilateral, international 
treaty still in force which gives juridical security to our 
relations, but that does not mean that everything is fine 
the way it is. Osimo was the expression of a different era 
from the current one. The changes which have taken 
place in Europe mean that some points can be reviewed, 
especially those due to political divisions. It is simply a 
matter of seeing whether we want to carry out this review 
in a European spirit or in the spirit of past controversy. 
The job of the commission at work today is, in point of 
fact, to “objectivize” the differences and to build a 
calmer future. 


[Caputo] You must be aware that in Italy there exists a 
strong public opinion movement which considers the 
Treaty of Osimo to have been rendered obsolete by the 
new geopolitical realities and which is calling for certain 
clauses which particularly penalize us to be modified. 


[Kucan] I have great respect for your public opinion, but 
we have ours too, and we must cater for the requirements 














JPRS-EER-93-055-S 
16 June 1993 


of both. A wise settlement to the dispute is only possible 
if dialogue takes place on a level footing and nobody tries 
to take advantage of the change in the balance of power. 


[Caputo] Let us turn to concrete matters. The Giulia 
exiles are asking for the return of the assets confiscated 
by the Tito regime when they were forced to emigrate, 
and for which the former Yugoslavia paid only two 
thirteenths of the compensation agreed on. Yet in your 
Law Number 27 providing for the return of property 
confiscated on political grounds, there is a clause which, 
to all intents and purposes, excludes from such a benefit 
those whom you call “opters’’ [optanti]. Why this injus- 
tice? 


{[Kucan] According to the Treaty of Osimo, which we 
have inherited, we have a duty to pay the agreed com- 
pensation, and we have already offered to do so. As for 
Law 27, it is not directed against Italians; it simply sets 
certain limits. And anyway, if Slovenia joins the EEC, it 
will have to pass private property legislation which does 
not discriminate against foreigners, and the problem 
would be solved. For the time being, we are still at the 
stage in which parliament—despite an explicit request 
from the government to wait—is debating another bill 
forbidding foreign citizens from owning houses and land 
within 10 km of the border. 


[Caputo] Mr. President, 10 days ago, despite the dispute 
over the refugees’ assets, Italy voted in favor of admit- 
ting Slovenia to the Council of Europe. Soon your 
relationship with the EEC will be discussed. Do you not 
feel, at this point, that it is in your interests to make a 
conciliatory and liberating gesture on an issue which 
does not involve huge sacrifices for you? 


[Kucan] I really appreciate the help Italy has given us in 
our battle for the recognition of our independence and 
our admission to the United Nations and the CSCE, and 
recently to the Council of Europe, but I cannot believe 
that your government did all that just to solve its own 
problems, in other words, with a view to some sort of 
mutual back scratching. I realize, however, that once 
Slovenia is in the European institutions, it will be obliged 
to solve its differences with the other member countries 
according to new rules. If we have to adapt our legisla- 
tion, we will, but it is not within my power to write 
parliament’s schedule. It would be a good thing, how- 
ever, for the bilateral commission to work toward that 
hypothesis, avoiding political expediency. 


[Caputo] So, if I have understood correctly, for the time 
being you still maintain that the Treaty of Osimo applies 
in this matter, but you are prepared to reopen the case if 
the Europe you wish to join forces you to reconsider. Do 
you not think that if you agreed to settle the assets issue 
immediately, this would facilitate your admission to the 
EEC? 


[Kucan] I do not wish to discuss the order in which these 
things must be done, not least because it is not the only 
problem on the agenda. It is not possible, in a round of 
negotiations, to bring up the topics of interest to one side 
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only. We also have our claims to make. And we must also 
make sure that new solutions do not give rise to new 
conflicts. 


[Caputo] The second point is territorial waters. Every- 
body is aware that the present situation needs correcting. 
Do we wish to review them? 


{[Kucan] Undoubtedly, if the aircraft carrier Saratoga, 
when visiting Trieste, cannot turn around without tres- 
passing in our territorial waters, something must be 
done. | feel that we must first solve the disputes which 
have arisen between Croatia and Slovenia since the two 
countries have separated, and then we can open trilateral 
negotiations. The first thing we will discuss is the terri- 
torial waters issue, and if it appears necessary to adjust 
the borders, we will do so. I have no preconditions to put 
forward on that subject. 


[Caputo] Third point, Istria. With the breakup of Yugo- 
slavia, the Italian community 1s split in two by a state 
border, in violation of the Treaty of Osimo. On the 
Croatian side a strong autonomist thrust has already 
emerged, and it could involve your slice of the peninsula 
as well. How do you envisage responding? 


{[Kucan] I fully understand the human side of the Ital- 
ians’ problem, and for our part we are doing everything 
in our power to alleviate it by fully complying with our 
responsibilities under the Treaty of Osimo. But the 
border, which was not planned, exists today and it is a 
real border, a border between peace and war. When this 
war is over (and I would like to state here that it can only 
finish when Belgrade wants it to), things should return to 
normal. Any difficulties there may be are due to the 
differing degrees of legal protection afforded to the 
Italian minority by Slovenia and by Croatia, whose 
community is far more numerous and currently far more 
restless. But on that subject you must address Zagreb. 


[Caputo] What do you say to an autonomous region of 
Istria within a European framework? 


[Kucan]} I am a great believer in the therapeutic effect 
which Slovenian and Croatian membership of Europe 
will have on this region, and I also agree that regionalism 
is a phenomenon which is objectively present in Europe. 
We must find a way to cater for specificity without 
encroaching on states’ sovereignty. Istria, from that 
viewpoint, is certainly not unique. In any case, it is as 
well to keep one’s feet firmly on the ground. As far as 
cultural ties and open frontiers between the two Istrias 
are concerned, fine, but there can be no question of a 
shared administrative framework between Slovenian 
Istria and Croatian Istria. 


[Caputo] You know that the memory of those who died 
in the sinkholes still weighs heavily on relations between 
the two countries, and that President Scalfaro recently 
appealed for justice for the victims of Tito’s postwar 
massacres. Just as President Pertini once begged pardon 
for crimes committed by Italians during the war, would 
you be prepared to do the same? 
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{[Kucan] I do not deny that the problem exists, nor that it 
would be opportune to put the past behind us, but we 
cannot take all the responsibility, including that of the 
Serbs and Croats, This is a tragic affair of which every- 
body has his own version and which is also frequently 
used for purposes of expediency. Let us reopen the 
sinkholes, let us hear the surviving witnesses, let us 
ascertain through the historical and cultural commission 
that we have apportioned blame correctly. Penance is 
only possible once the sin has been ascertained. We 
Slovenians are ready to ask pardon for injustices com- 
mitted by Slovenians. 


[Caputo] I truly hope so, Mr. President. 


Kucan’s ‘About-Face’ 


PM0706114093 Milan iL GIORNALE in Italian 
5 Jun 93 p8 


[Gabriella Fortuna report: “Italians in Istria: Kucan’s 
About-Face’’] 


[Text] Trieste—[Slovenian President] Milan Kucan, in 
the guise of Dr. Jekyll, told IL GIORNALE deputy editor 
Livio Caputo in an interview on 17 May [published 22 
May]: “The maritime border between Italy and Slovenia 
is a real problem which must be solved as soon as 
possible, because it is preposterous that the aircraft 
carrier Saratoga should not be able to dock in Trieste 
harbor without trespassing in Slovenian territorial 
waters. The abandoned assets issue [reference to prop- 
erty abandoned by Italian refugees after postwar yielding 
of Istria to Yugoslavia] is a priority in reviewing the 
Treaty of Osimo; in this matter we will have to check 
case by case whether reacquisition 1s possible or whether 
the debt is to be paid through compensation.” 


Milan Kucan, wearing the garb of Mr. Hyde in an 
interview with the Rijeka paper VOICE OF THE 
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PEOPLE, out today, said: “The maritime borders 
between Italy and the former Yugoslavia are to be 
considered fixed: Whatever difficulties do exist only 
concern the sea borders between Slovenia and Croatia. 
As for the abandoned assets, the issue is of secondary 
importance and cannot jeopardize the review of Osimo.” 


And that was not all: “Slovenia can offer safeguards to 
the Italian minority only on condition that Italy recip- 
rocates for the Slovenian ethnic group.”’ That means 
total bilingualism in the Venezia Giulia region and 
electoral seats guaranteed to members of Ivo Jevnikar's 
Slovenian Union. A few days ago, Jevnikar had an 
audience in Rome with Chamber of Deputies and Senate 
Speakers Napolitano (Democratic Party of the Left) and 
Spadolini (Italian Republican Party), extracting a 
promise from them to intervene with the Constitutional 
Affairs Commission to make sure that the new, majority 
electoral system will guarantee the Slavs reserved seats, 
from local administrations to Montecitorio [parliament]. 
It is no accident that a delegation from Italy's Council of 
Slovenian Organizations and Slovenian Economic and 
Cultural Union met with [Slovenian] Foreign Minister 
Lozje Peterle in Ljubljana yesterday. 


Treasury Under Secretary Sergio Coloni (Christian 
Democratic Party) confirmed in a note what Exile Asso- 
ciation Chairman Paolo Sardos Albertini (List for Tr- 
este) had stated regarding information provided by his 
ministry to Slovenian and Croatian citizens requesting 
the names of Istrian refugees who have already received 
compensation from the Italian state—but he also 
stressed that this information has no legal value autho- 
rizing foreign reacquisition and in any event “the Trea- 
sury will no longer follow up any more such requests”; 
meanwhile Senator Lucio Toth, Venezia Giulia and 
Dalmatia Association national chairman, confirmed his 
solidarity with lawyer Sardos Albertini, tipped to win the 
race for the presidency of Trieste province under the 
melon [List for Trieste] symbol. 
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Federal 


Poll Shows Milosevic’s Popularity Falling 
AU1106183293 


[Editorial Report] Belgrade NIN in Serbo-Croatian on 11 
June on pages 22-24 carries an approximately 3,500-word 
report by Ljuba Stojic, entitled ‘“‘The Fall of Milosevic,” on 
the results of an opinion poll on the popularity of Yugoslav 
politicians and other social issues. The poll was carried out 
by NIN’s Forum on 6 June 1993. 


NIN polled ‘‘200 telephone subscribers from the 
Republic of Serbia (without Kosovo), who agreed to 
answer questions. Another 106 respondents refused to 
take part in the poll (as compared with 84 last month), 
which indicates greater reluctance on the part of citizens 
at the end of a tumultuous first week of June.” 


According to the report, “47 percent of the respondents 
come from places with fewer than 5,000 inhabitants, 33 
percent from places with 5,000-100,000 inhabitants, and 20 
percent from places with over 100,000 inhabitants.’ The 
report also states that the number of women among the 
respondents was “somewhat smaller” than the number of 
women in the electorate, 43.5 percent. “The generations are 
more or less represented proportionately, with only slightly 
fewer people below 35 and over 55” than those in the 
composition of the electorate, 29.5 and 24 percent respec- 
tively. The middle-aged group constitutes 46.5 percent. 


The results of the poll are summarized in one bar chart, 
three pie charts, and four tables. All figures are expressed in 
percentages. 





The Politicians of Trust 
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Unrest in Front of the Assembly 


How would you assess the conduct of the police during the demonstra- 
tions in front of the Federal Assembly? 























Police acted correctly 27.0 
They were only carrying out orders 26.0 
They should have been harsher 10.5 
They went too far with brutality 7.0 
Both sides went too far 17.0 
Do not know 12.5 











Unrest in Front of the Assembly 
Demonstrators’ Behavior 











They behaved like a mob 57.5 
They were provoked by the police 9.5 
They were right to some extent 8.0 





Both sides went too far 17.0 





Do not know 7 8.0 











Banning of Serbian Renewal Movement 


The Republican Prosecutors Office of Serbia has asked the Constitu- 
tional Court to ban the work of the Serbian Renewal Movement. Do you 
think that this would contribute to the appeasement of political tensions 
in Serbia, or would it make them even more acute? 














This would make political tensions more acute 60.0 
This would contribute to appeasement 21.5 
Do not know 18.5 











Consequences of Cosic’s Replacement 


Do you think that the replacement of President Cosic will benefit more 
than harm our reputation in the world? 


































































































; ; , 
Can you mention the names of three politicians in power or opposition It will harm it more re.8 
that, in your view, inspire trust? It will benefit it more 5.0 
May 1993 June 1993 It will neither harm nor benefit it 11.5 
None 34.5 50.5 We did not have any reputation 5.5 
Slobodan Milosevic 43.0 23.5 Do not know 5.5 
Vojislav Seselj 13.5 12.0 
Dobrica Cosic 39.0 10.5 Reason for Replacing Cosic 
Dragoljub 3.5 10.5 What is in you view the main reason for the replacement of writer 
Micunovic Dobrica Cosic as president of the Federal Republic of Yugoslavia in the 
Vojislav Kostunica 3.5 9.5 Federal Assembly last Monday? _ 
Momir Buletovic 9.5 6.0 He aroused Milosevic's anger 23.0 a 
He worked as he pleased 10.0 
Stopping Detention d He carried out his duties badly - _ 85 : _ 
Should Vuk and Danica Draskovic remain in detention, or should they There ts no real reason ie eee 
be released on bail to stand trial? He violated the Constitution 5.0 
Allow them to stand trial while 55.5 This post is not for a writer 4.5 —_ 
on bail a meneeeecen 
4 He was plotting with the generals 4.0 
The extension of detention is jus- 34.0 ne 
tified Do not know 39.5 
Do not know 
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Next President of the Federal Republic of Yugoslavia 


Who would you personally like to see as the next president of the Fed- 
eral Republic of Yugoslavia? 



































No one 37.5 
Slobodan Milosevic 7.0 
Vojislav Seselj 3.5 
Vladislav Jovanovic 2.0 
Dobrica Cosic 1.5 
Budimir Kosutic 1.5 
Occasionally mentioned 7.5 
politicians 

Politicians described but not 3.5 
named 

Do not know 37.0 





| The occasionally mentioned politicians are: S. Unkovic, M. Panic, M. 
Beckovic, ¥. Draskovic, D. Draskovic, Patriarch Pavle, V. Kostunica, M. 
St. Pratic, and Z. Djindjic. 





Stoltenberg Aide on Peace Process 


PM 1406140693 Oslo AFTENPOSTEN in Norwegian 
11 Jun 93 p 2 


[Per Nordrum report: ‘“‘The Peace Mediators Need 
Every Support’’’] 


[Text] “I am relieved that I am spared the experience at 
close quarters of even more deceit and broken promises 
from the parties involved. But working together with UN 
mediator Thorvald Stoltenberg has been both interesting 
and rewarding, and that is something that I will miss,” 
Foreign Ministry Under Secretary Jan Egeland said. He 
has just returned to Oslo after seven hard-working weeks 
of involvement in the peace process in the former 
Yugoslavia. 


In all the Western media the Serbs alone are portrayed as 
the major villains in the bloody conflict in the Balkans. 
Gradually several shades of gray and more nuances have 
entered the picture being painted, but this does not 
prevent people from retaining the impression that the 
Croats and Muslims are much “nicer.” 


“The Serbs’ excesses are overwhelming and undeniable, 
but in reality there is also documentation about massa- 
cres of which the others are guilty that would fill yards of 
shelves,” Egeland said. 


“In a way I have also been ‘disappointed’ by the other 
two parties in the conflict—the Muslims and Croats. It 
has been extremely frustrating to sit at the table with 
people from all the parties and know that the person 
sitting across the table could have done so very much 
more to improve the situation for people who are being 
subjected to incredible suffering,” Egeland said reflec- 
tively. 


‘At the present time all the parties are engaging in ethnic 
cleansing with all their might. Some 500,000 Serbs are 
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also refugees. They do not get the international media 
attention in the same way as the others,” he added. 


Egeland was a temporary member of the team when 
Stoltenberg took over as UN mediator alongside the EC’s 
envoy, Britain’s Lord Owen. After being granted “fur- 
lough” yesterday he will reassume the role of under 
secretary of state at the Foreign Ministry where he will 
assist Foreign Minister Johan Jorgen Holst in Norway's 
future efforts. 


“I really do not envy the mediators the enormous task 
awaiting them. Now they really need all the support they 
can get from the members of the United Nations and EC. 
“Stoltenberg is following a good and correct course, so I 
hope that he will be given the resources which he must 
have to get the job done,” Egeland stressed, pointing out 
that the UN machine in the former Yugoslavia is con- 
stantly being given new tasks and a wider mission 
without being given new resources. 


By his side Stoltenberg has former British Foreign Sec- 
retary Lord Owen, a strong personality with a sharp 
media profile, a man who can be pretty abrasive. 


How do the two mediators get on together? 


“They are so different that they complement each other. 
Lord Owen is the highly verbal and eloquent coauthor of 
the Vance-Owen plan for a peaceful solution in Bosnia. 
Stoltenberg is the diplomat who can avoid falling into 
the thousands of traps which have been laid in this 
complicated conflict.” 


As the 12 EC countries’ man, Lord Owen is concen- 
trating on the peace negotiations. As the envoy of the 182 
UN members Stoltenberg is less free than Lord Owen. As 
the UN man he has to focus on the implementation of 
peace plans and crisis management. 


Stoltenberg must carefully think through the conse- 
quences of what he, as the leader of 25,000-30,000 UN 
employees in the former Yugoslavia, does from Zagreb. 
He cannot back trying to move ahead on one front, 
because this could have major negative repercussions for 
humanitarian aid missions elsewhere, Egeland stressed. 


Despite the fact that things now look blacker than they 
have for a long time and that everyone is fighting 
everyone else after the breakdown of the cooperation 
between the Muslims and Croats in Bosnia, Under 
Secretary Egeland does see some hope. Even though for 
different reasons the political and military leaders of the 
various groups do not seem particularly interested in 
peace. 


The Vance-Owen plan probably did need to be adjusted 
on a few points. And after the problems of implementing 
what people thought was a reconstituted peace plan there 
was a need to bring in new forces—something that 
Stoltenberg is—to move the work forward. 
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Egeland does not think that it will need to take a long 
time before there is the sort of cease-fire which prevails 
between Serbia and Croatia. Even though this would not 
be peace it would be a better point of departure for the 
work of peace than bloody fighting. But he has no 
illusions that the future work of peace will be easy, 


People think that the war between Serbia and Croatia is 
over, and that the whole war in the region will be over 
simply because it proves possible to call off the war in 
Bosnia. Such is not the case, because in Croatia a third of 
the territory is still occupied and a couple of hundred 
thousand Croats in Krajina have been driven out of their 
homes, If the Croats and the Serbs start on each other 
there could be a conflict even worse than the Bosnian 
war,”’ Under Secretary Egeland fears. 


Commentary Analyzes Reasons for Cosic’s 
Removal 


AU 1406100493 Zagreb VECERNJI LIST in 
Serbo-Croatian 2 Jun 93 p 2 


[Commentary by Milan Jajcinovic: ““New Serbian 
‘Lapot’”’] 


[Text] Dobrica Cosic [former prime minister of the 
FRY] could, by an example, once again prove that 
destiny can be whimsical. The silver-tongued “mountain 
of Serbian prose metaphor” could, from a political 
patriarch, even become a traitor to his country. A plot 
for another novel! 


If Cosic is executed, it will be a classic parricide. The ax 
is being sharpened by one of his many sons—the red 
duke, Vojislav Seselj. When he estimated that the father 
was useless, the son decided to follow an old Serbian 
custom—“‘lapot.”’ ““Lapot” was the way in which sons 
would dispose of their old fathers. When a son decided 
that his father were no longer of any use, that he ate more 
than he produced, he would simply finish him off with 
an ax. Therefore a proverb: ‘You are ready for the ax.” 
However, apart from that, the already classic “ax” 
reentered Serbian politics through Cosis’s ‘‘lapoting.”’ 
When somebody is to be eliminated, he is simply “cut 
down.” Cosic is merely continuing both traditions. 


Cosic, who invented all that is happening today, who put 
the Serbian war machinery in motion, 1s now reproached 
for being half- hearted, lenient, and inert! He, the spiri- 
tual father of the crimes, is being reproached for wanting 
to negotiate! In distinction from Seselj, Cosic is never- 
theless a realist. He realized that, for the “integration of 
the Serbs,” it is better to have diplomatic argument, 
trickery, and haggling than an open war. They have 
already achieved their goal by war and now it only has to 
be rounded off by diplomacy. Contrary to Cosic, Seselj 
wants war because he thinks that no negotiations— 
especially with the Croats—can replace war. This war 1s, 
for Seselj, the last historical opportunity to finish off 
what Cosic taught him. Seselj considers that his teacher 
betrayed him by yielding. But he thinks that the Serbs 
were betrayed as well. 
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Milosevic, the most successful of Cosic’s disciple, is, like 
his teacher, a political realist and as cunning as a fox. 
Cosic is in his way, too, Milosevic accuses him of staging 
a coup. But this is more like a typical slander from 
Milosevic’s agitprop. Perhaps Cosic was indeed 
intriguing with generals, however, it was probably about 
something else. Milosevic cannot stand anyone who can, 
in any way, threaten his charisma of untouchability. The 
alleged staging of a coup (it is not certain whether the 
generals are more for Cosic than for Milosevic) served as 
an excuse to get rid of the superfluous and peevish old 
man. The furious Seselj only served as the executioner. 
And, in the most open way so far, it came to the concord 
between Milosevic’s socialists and Seselj's radicals, to 
the creation of national socialist bloc. 


A political ghost appeared in the Assembly hall— 
Nedeljko Sipovac. He was absent for a long time. He 
seemed to have been dead until he stormingly took the 
floor at the Assembly, which was reminiscent of the time 
when Milosevic, during the sessions of the former Cen- 
tral Committee of the League of Communists of Yugo- 
slavia, was attacking whom he pleased, and when 
Sipovac was one of his main gunmen. Sipovac has been 
oiling his gun for a long time, waiting for his master to 
summon him. His appearance might be a sign that 
Milosevic has decided to begin the final reckoning with 
everyone who is in his way. Now it is father Cosic. And, 
tomorrow already, it could be his spiritual, brother 
Seselj. That could be the encounter, which, for the time 
being, is postponed by the alliance that is necessary for 
both sides. Those are just two violent, bullying charac- 
ters that cannot be together or, as the people would say, 
two boars that cannot eat at the same feeding-trough. 


There is indeed some symbolism and justice in the fact 
that Cosic was “cut down” by Seselj. The neo-Chetnik 
duke did that because he thinks that Cosic “secretly 
negotiated with the Ustashas” and that he should not 
have done that. Milosevic gave him an order, without the 
knowledge of his brother. Their goal is the same: to 
eliminate the old father and to seize, and not divide, 
their inheritance. But also to continue the war. Seselj 
wants to make war, because he still feels like it. Milosevic 
wants to get rid of all his bandits and good-for-nothings, 
who would return alive as witnesses and burdens, once 
the war 1s over. 


Aleksandar Bank Owner, Money Disappears 


93BA1075F Belgrade BORBA in Serbo-Croatian 21 
May 93 p 5 


[Article by B.S.: “Owner of ‘Aleksandar Bank’ Also 
Flees’’] 


[Text] Belgrade—‘‘Aleksandar Bank” owner Branka 
Demic has followed in the footsteps of her predecessor, 
Stefana Aleksandar, the owner of “Interstefana Bank,” 
and fled for parts unknown, while the money of savings 
depositors has disappeared with her. For now, the exact 
sum in question 1s unknown. To recall, the bank shut 
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down after | May, when a notice appeared in the 
newspapers indicating that it was closing temporarily, 
due to an armed attack. However, the police did not 
confirm that there had been any attack on that bank. 


Depositors last Saturday who were interested in what 
would happen to their money were told by officials at 
bank headquarters at the Market Center in Novi Beograd 
that payments would continue regularly after | July. 
First, smaller amounts could be withdrawn, and then 
more sizable ones. “Aleksandar Bank’ was founded 
through a partnership of Branka Demic, the owner of the 
“San”’ tourist agency, and Ilija Demic, her father, who 
owns the company ABC. 


However, we have learned unofficially that immediately 
after the aforementioned notice was published, several 
depositors found Branka Demic in her apartment, and 
after a brief discussion they managed to “convince” her 
to return their deposited money. She took the money 
from a drawer and paid them their deposits according to 
their contracts. 


Accused Officers Raise Countercharges 


93BA1075H Belgrade BORBA in Serbo-Croatian 24 
May 93 p 7 


{[Unattributed article: “Criminal Charges Against 
Branko Kostic and Generals Stevanovic and Boskovic: 
From Abuse of Position to Causing Death”’] 


[Text] The public was recently informed that a group of 
officers (some of whom are defendants in the “Opera” 
affair) has called for the criminal prosecution of three 
people from the top military and political echelons. The 
case relates to Branko Kostic, Gen. Bozidar Stevanovic, 
and Gen. Nedeljko Boskovic, but also to | 1 other people 
from security agencies, the military judiciary, RV and 
PVO [Air Force and Air Defense] officers, information 
services, and one civilian. The criminal charges were 
sent to 10 addresses and were filed back on 7 April, 
although they were not made public until a month and a 
half later. What exactly are the contents of the charges 
sent to—besides the Military Prosecutor's Office and the 
prosecutors of Serbia and Montenegro (and of the feder- 
ation)}—Dobrica Cosic, Slobodan Milosevic, Momir 
Bulatovic, Pavle Bulatovic, and Zivota Panic? 


The criminal charges, we recall, were signed by Gen. 
Zivan Mircetic, Gen. Vojislav Radovic, Col. Slobodan 
Rakocevic, Lt. Col. Ivan Sabolovic, and civilian 
Radenko Radojcic. The last three noted are standing 
trial for the aforementioned “Opera” affair. Legally 
speaking, the contents of the charges amount to misuse 
of an official position, propaganda activities, or rather 
the spreading of disinformation, illegal deprivation of 
freedom, mistreatment, blackmail, and the death of one 
person. The five officers first of all accuse Nedeljko 
Boskovic, until recently the head of RV and PVO 
security, and Bozidar Stevanovic, the commander of the 
Air Force, of having denied the transfer of duties to 
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Juryevic, Mircetic, Radovic, and Rakocevic immedi- 
ately before the arrest. The charges state that they took 
advantage of the prevailing situation and used docu- 
ments and weapons found in their offices to construe the 
indictments in “Opera.”’ This was followed by propa- 
ganda activities with the most serious qualifications. 
This action had detrimental consequences for the JNA 
[Yugoslav People’s Army] and especially for the RV and 
PVO, 


The officers charge Branko Kostic with statements made 
at the Technology Fair in Belgrade when he gave 
untruthful assessments of the work of RV and PVO 
security agencies, which was later the reason for the 
reactivation of the retired Nedeljko Boskovic, which was 
not legally permitted. Specifically, BORBA’s source con- 
tends that Boskovic was in fact retired three times. First, 
at his own request on 2 August 1990, when he gave up his 
post only to regret his retirement decision immediately, 
saying that as an “active member of the military it is 
easier to get medical treatment and resolve the housing 
question.” When he resolved everything, on 30 June 
1991, at the beginning of the war, he went into retire- 
ment, only to return to the post of chief of the RV and 
PVO when the war in Croatia officially ended, in March 
1992, with the rank of general. Boskovic’s third retire- 
ment happened several days ago. 


Furthermore, the signers of the charges criticize Branko 
Kostic for all his other personnel decisions, placements 
and appointments by decree without getting the opinion 
of the military top brass. Gen. Boskovic, Gen. Ste- 
vanovic, and officer Stevan Dzigurski were “up for 
discussion’’ with regard to the illegal deprivation of 
freedom, inducement, blackmail, and mistreatment of 
Radenko Radojcic and Slavko Malobabic. The charges 
state that they were bound and beaten and called upon to 
accuse Aleksandar Vasiljevic and Rakocevic of being 
connected with foreign leaders. It is also alleged that on 
that occasion 34,000 German marks [DM], two cars, and 
technical equipment worth DM20,000 were taken from 
them, which have not yet been returned. The commis- 
sion that inventoried this property, BORBA’s source 
notes, was moreover headed by Lt. Col. Radoslav Mitro- 
vic, who was later found dead in Avala under mysterious 
circumstances. 


The five former RV and PVO officers also allege that 
Stevanovic, Boskovic, and Dzigurski caused the death of 
Alija Selimagic, a captured member of the “green 
berets,’’ who died in prison at Batajnica as the result of a 
beating. The criminal charges also contain an accusation 
concerning the disclosure of secret information, espe- 
cially in the journal EKSPRES POLITIKA, relating to 
the work and activity of “Opera” toward Croatia, 
Bosnia-Herzegovina, and Macedonia, because of which 
Rakocevic was charged and sentenced to four years in 
prison. The military prosecutor will decide on the fate of 
the criminal charge, which is 20 pages long. 
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[Box, p 7] 
Retired Because of Stubbornness 


In Our source’s opinion, one factor in the retirement was 
the general’s disobedience toward Slobodan Milosevic, 
who pointed out in a speech in Batajnica that affairs and 
such military trials are detrimental to the Army. Other 
reasons, it is alleged, are the decision to get rid of 
extremism in Serbia and the lack of respect for the 
authority of the General Staff within the RV and PVO. 
Perhaps having learned their lesson from previous expe- 
rience, the “group of colonels who are coming” (from the 
General Staff), as they signed their names, drew up a 
petition to the effect that if Boskovic and Domazetovic 
return they will go public with certain information. 


Braca Karic Company Invests in Zastava 
Carmaker 


93BA1074B Belgrade EKONOMSKA POLITIKA in 
Serbo-Croatian 17 May 93 pp 38-39 


[Article by M.S.: “Braca Karic Belgrade’’] 


[Text] The Braca Karic Company has signed a contract 
with Zastava Automobiles under which over the next 
three months it will make a series of investments totaling 
6 million German marks [DM] for the purchase of 
production supplies, parts, and assemblies, so that the 
production of automobiles in Kragujevac can be brought 
up the planned 40,000 this year. The first installment 
being made by the Braca Karic Company amounts to 2 
million invested in this production, and then there will 
be two more installments of DM2 million each. 


Although Zastava representatives did not wish to talk 
about many details related to the first investment of 
private capital in a manner that protects both parties 
against any risk (Zastava will deliver to the Karic Com- 
pany the equivalent number of automobiles and replace- 
ment parts for the money invested), and we gather from 
what was said that the most important part of the 
transaction for the two parties will be to obtain parts and 
assemblies which have not been put into production in 
Serbia in order to get production going at Zastava 
Automobiles. It is important to emphasize that the Karic 
Company is not extending credit to finance the produc- 
tion of automobiles, but is making a purchase in 
advance, and the price of the automobiles and various 
replacement parts has been determined and fixed in 
German marks. What is more, it is not a question of 
conventional share in profit either, because then the 
Karic Company might possibly have used the envisaged 
DM6 million to buy some of the shares that belong to the 
carmaker. Representatives of the Braca Karic Company 
say that nowhere do private operators invest money in a 
manner that might put them in a position of losing it. 


According to Dr. Djordje Segetlija, director of Jugoko- 
merc, which is a subsidiary of the Braca Karic Company, 
this orientation toward revitalization of Zastava is by no 
means accidental in view of the fact that many of their 
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customers have direct or indirect ties to the Yugoslav 
carmaker. Their move related to invigorating production 
in the Kragujevac automobile factory, according to rep- 
resentatives of the Braca Karic Company, is aimed at 
protecting their interests—the interest of Zastava in 
getting production going is beyond dispute. Ratko Cal- 
osevic, general director of the Braca Karic Company, 
said at the time when the contract with Zastava was 
signed, that this company is investing DM400 million to 
invigorate production in Serbia and that its contract with 
the Kragujevac carmaker was the first in a series that 
would be signed with various firms in the tobacco, 
textile, and chemical industnes. Agriculture remains one 
of the priorities in which the Braca Karic Company will 
be investing money. 


At the contract signing, Kamenko Sretenovic, deputy 
general director of Zastava D.D. [joint stock company] 
for industrial affairs, said that the orientation of coop- 
eration with private firms is one of the strategic direc- 
tions in the Kragujevac giant's development as well as in 
the restructuring of its enterprises and ownership. He 
also enumerated initiatives for further cooperation with 
the Braca Karic Company in the areas of engineering and 
putting new products into production. 


The coming period should show whether financial 
resources alone are sufficient to get production going 
under the blockade, or whether it is necessary to also 
make certain intermediate moves to arrive at the pro- 
duction supplies, parts, and assemblies that are lacking. 
It is certain that the funds from the treasury of the Braca 
Karic Company are insufficient for the substitution of 
parts and assemblies which formerly came from 
Zastava’s ancillary firms in Slovenia and Croatia, as well 
as from Bosnia and Herzegovina and Macedonia. Even 
assuming that the funds in question are sufficient, a 
much longer period is needed to obtain the appropriate 
tools, to standardize production, and to achieve constant 
quality. Everything suggests the conclusion that substi- 
tution of the production of parts and assemblies in the 
present independent states of the former Yugoslavia 
perhaps affords greater reliability of supply, but it is 
certain that very large investments for relatively small 
production runs (40,000 this year, slightly more than 
100,000 cars next year) do not offer the necessary 
economic efficiency of production and competitiveness 
on the market. 


Macedonia 


Defense Minister Popovski on Foreign 
Intervention 


93BA1102A Skopje VECER in Macedonian 29-30 May 
935 pp 6-7 


[Interview with Minister of Defense Dr. Vlado Popovski, 
by Branko Geroski; place not given, 26 May 1993: “We 
Are Not a Base for Interventionists!’’] 
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[Text] Jn Macedonia the world forces may play a role and 
have a function exclusively related to the threat to the 
country’s integrity. Macedonia does not agree to become 
the military base for intervention outside its borders. 


From a purely technical viewpoint, should such a political 
decision be made, an army of 80,000 troops with a 
comprehensive structure, threatening to Macedonia, could 
be deployed on the border in six to 12 hours. 


This past week passed under the sign of the deployment 
of significant foreign military forces in the Republic, as 
mentioned at the summit of the five leading powers in 
Washington, and also under the sign of the first official 
statements made by our country that such forces would 
be acceptable, but that Macedonia would request mem- 
bership in NATO and the lifting of the arms-import 
embargo. These statements may be accompanied by a 
certain amount of drama. This was the topic of an 
interview with Dr. Vlado Popovski, minister of defense, 
who recently made himself available to the media, 
although only a few months ago he was chronically 
inaccessible to our editors. 


[Geroski] You interpreted item 10 of the Washington 
summit plan as a redefinition of the strategy of the 
leading world powers concerning our geostrategic area. 
At the same time, it was a question of the defense 
strategy of Macedonia. To what extent do these two 
strategies coincide? 


[Popovski] In this connection, let me be specific. Item 10 
is only one of the indicators that, together with other 
even more basic indicators, foreshadows a certain redef- 
inition of Macedonia in international politics. Above all, 
I think that the fact that the declaration of independence 
by the Republic as a state was a steps supported by the 
international community. Second, the acceptance itself 
of Macedonia as member of the United Nations, with 
which its independent statehood was also internationally 
accepted de jure, is a basic document and an indicator in 
that sense. Naturally, I believe that the factors moti- 
vating international politics and the great powers, par- 
ticularly those who operate through the international 
institutions, in this case through the UN Security 
Council, are aware of the fact that the independence of 
the Republic and peace in Macedonia are a key point in 
the balance of forces in the Balkans. The destabilization 
of Macedonia and its conversion into a “gray area” that 
could be captured, annexed, or divided, would constitute 
an absolute factor of destabilization in the area. Item 10 
reinforces the belief that the international community 
has decided to act more efficiently in the preservation of 
the status which is totally consistent with our historical 
and current interests. 


[Geroski] The New York summit which dealt with the 
talks with Greece denied that any kind of official or 
unofficial discussions took place with the U.S. side on 
this issue. A strong resolution was even passed by the 
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Security Council. Were we wrong in our evaluation? Or 
else was it a question of certain reservation in discussing 
this topic? 


[Popovski] I did not attend, nor was I part of this state 
summit. I was not in New York and I cannot tell you 
whether they discussed this subject. Furthermore, on the 
basis of the discussions at which I was present after that 
visit, no other information led to the conclusion that the 
Macedonian state summit discussed some kind of 
arrangement involving the sending of U.S. forces. 
Second, the informatio: on demanding a resolution by 
the Security Council i, another thing I am unaware of, 
and I cannot say whe her this took place or not. How- 
ever, in order to be aole logically to say that this took 
place and that we could expect a fast resolution by the 
Security Council on Item 10, I could say that on our side 
this would be no surprise, for we have considered the 
defense concept and possibilities and have frequently 
stated quite explicitly that the defense of Macedonia is 
based, above all, on our own defense capabilities. How- 
ever, in assessing the ratio of forces, we have pointed out 
that because of the handicap to our Armed Forces in 
terms of armaments, we need some assistance, and that 
conceptually security and defense could be guaranteed in 
cooperation with our defense forces and with some 
assistance provided by international forces. At this point 
we are specific in naming the international forces so that 
it would be unnecessary to explain that it would be 
counterproductive in terms of Macedonian indepen- 
dence and peace to enter into any kind of alliance, 
particularly with our neighbors or with any Balkan 
country. The best thing would be for such international 
forces to act on the basis of a United Nations resolution 
within a system of defending an internationally recog- 
nized country. In that sense we cannot consider such 
ideas as counterproductive in terms of our security and 
defense or as negative in terms of any parameter relative 
to our independence. However, in order to balance the 
interests of the Republic and to reduce to a minimum the 
negative aspects of such an arrangement, in such rela- 
tions Macedonia must assume the status of a subject 
state. This means that the Republic should consider all 
resolutions and issue its views on them. Item 10 stipu- 
lates that this would be based on consultations, 1.e., on 
the agreement of the Macedonian authorities. 


We Shall Insist on a Treaty 


[Geroski] THE NEW YORK TIMES raised the question 
of how could the United States become militarily 
involved in this area without recognizing Macedonia. 
We would link this also with the presence of 
UNPROFOR [UN Protection Force] in Macedonia. 
This would not involve a resolution or a treaty ratified 
by the parliament. 


[Popovski] This includes two issues. First, I believe that 
what was written in THE WASHINGTON POST and, 
subsequently, THE NEW YORK TIMES concerning the 
need for the United States to recognize Macedonia and 
then to send troops or to do so on a parallel basis, is a 
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constructive idea that becomes particularly important 
should United States forces act specifically as the forces 
of that country. Otherwise it could be a shortcoming for 
the United States to be present with its own force but 
only within the framework of the United Nations. This 
too is possible. When it is a question of the presence of 
UNPROFOR in Macedonia, it is a question, above all of 
a resolution which would be accepted by both sides. It 
was a question of assessing the level of threat by the 
United Nations and its intention to strengthen the state 
structuring of Macedonia. As to the resolution of the 
Macedonian government, it should be said that 
according to the Constitution international politics is a 
matter for the executive branch, the government, and of 
the president of the Republic, in some areas, and the 
international treaties they may conclude must be ratified 
by the Assembly. What precisely happened? What hap- 
pened was that before being accepted in the United 
Nations, Macedonia was not asked to sign the so-called 
classical international treaty but that there was an 
exchange of letters between the government and the 
representatives of the United Nations in connection with 
the UNPROFOR mission. We were offered for consid- 
eration a so-called model of the status, situation, and 
immunity of the international forces. This model is a 
document drafted by the United Nations. As a non- 
member of the United Nations we had to formulate our 
opinion about it. Within the framework of the legal 
stipulations of this document we did not find anything 
which would threaten or limit Macedonian sovereignty. 
For those reasons, the government accepted this docu- 
ment. Let me remind you, however, that some other 
countries of the former Yugoslavia, with an established 
sovereignty and international position, have accepted 
UNPROFOR forces and, to this day, have no formal 
treaty. Croatia is an example. 


[Geroski] Yes, but Croatia was at war. 


[Popovski] We would have been pleased to have this type 
of treaty, although the government insisted on the 
signing of a specific treaty. This issue remains unre- 
solved. According to the logic of the insistence contained 
in the letter issued by our government, we could say that 
its position was one of expectation and of demanding 
such an answer. At that time, however, the practical use 
of UNPROFOR forces prevailed. I believe that, within a 
global framework, they contributed to easing the tension 
surrounding Macedonia. 


[Geroski] Will you be insisting this time on this kind of 
legal treatment, i.e., a formal treaty? Bearing in mind 
that according to the statements made by the political 
parties it looks as though there are no problems con- 
cerning its ratification. 


[Popovski] When it is a question of Macedonia, I can 
speak as a minister and member of the government. I 
believe that there are no reasons for us not to insist on 
such a treaty. The problem is not whether such a treaty 
would be ratified or not. In the previous case as well, it 
was not the intention of the government to manipulate 
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the Assembly. The relationship between the government 
and the parliament is basically clear in both cases. But 
what will happen, the position in which we will find 
ourselves, and the position we would be willing to accept 
are matters to be resolved. 


[Geroski] In connection with the essence of the 
announced more significant military presence in Mace- 
donia, let us speculate as follows: According to some 
comments and evaluations, it is believed that the Vance- 
Owen plan failed or that, somehow, Serbia’s territorial 
conquests in Bosnia-Hercegovina are ratified. It is also 
believed that, in practical terms, this would mean that 
the Western allies are in favor of deleting the issue of 
Kosovo, which was considered a compensation granted 
to the Belgrade regime for any eventual acceptance of the 
peace plan. The fact is that currently there are indica- 
tions of increased nervousness in Kosovo. Could the 
presence of such troops in Macedonia be put in the 
context of such a concept? 


{[Popovski] In my position I cannot allow myself to 
develop logical structures. I must, however, express our 
view on such a concept—an increased presence of peace 
forces whose mandate in Macedonia would be different 
in terms of the situation in Kosovo. Our view is firm in 
this case and I believe that in the future as well no 
concession is possible: The peace forces in Macedonia 
may play a role and function exclusively in terms of the 
threat to Macedonian borders and integrity. It has been 
firmly reiterated that Macedonia does not agree to 
become a military base for intervention outside of its 
borders, a base which would be used for any military, 
political, or other purposes outside Macedonian terri- 
tory. We cannot accept such a task. To begin with, we 
cannot accept it as a matter of principle. Second, we 
cannot accept it on the basis of our current and long- 
term relations with neighboring countries with which 
fate has joined us in the same area and with which we 
must build good neighborly relations of trust. In that 
sense I believe that no problem exists. 


[Geroski] Do you have any information on the reaction 
in neighboring countries to that initiative and our 
announced request for NATO membership and, partic- 
ularly, for exempting Macedonia from the embargo on 
importing weapons, one that applies to the former Yugo- 
slav republics? 


[Popovski] Personally, I have heard only Bulgaria’s reac- 
tion to the idea of our request for NATO membership. In 
terms of our ideas of lifting the embargo, I have heard no 
reaction so far (this interview was conducted two days 
ago—editors). As to the embargo, the ideas we have are 
based on the fact that Macedonia is an independent 
country and the issue of it being a former part of 
Yugoslavia has remained unresolved. We believe that 
what is relevant in terms of Macedonia, in the sense of its 
statehood and international recognition, has been 
resolved. Macedonia has not fired a single bullet at any 
time. Macedonia has not participated in the conflict and 
the fights in former Yugoslavia. Based on its features and 








34 YUGOSLAVIA 


elements, Macedonia cannot be an aggressive country 
but can be only a victim of aggression. A certain quantity 
of its weapons were taken away from Macedonia 
although such weapons were jointly owned within 
former Yugoslavia and we were not compensated 
through the normal succession process. Hence we 
believed that we could submit the proper reasons in 
requesting that we be exempt from the embargo. If you 
are asking me whether such arguments will be accepted, 
I could tell you that chances are that they will not. 
Personally, however, I believe that it is our duty to 
demand such an exemption and to substantiate it, and by 
this token prove that we have observed the embargo. In 
any case, we can understand their fears, reservations, 
and so on, for which reason they would not exempt us 
but in that case, should there be any eventual threat to 
Macedonia, we would ask for the help of the interna- 
tional forces and, together with our own defense forces, 
we would defend ourselves. 


[Geroski] Let us pose most directly the following ques- 
tion: Would an eventual positive decision in that sense 
merely validate the arguments you mentioned or will it 
have any other practical use? Are we in a position to 
acquire something? 


[Popovski] In itself, any eventual positive decision 
would mean the acceptance of our arguments. However, 
the results of this acceptance would apply to most of our 
requests. Actually, we could be supplied with quite 
massive and efficient defense systems, such as artillery, 
tanks and rocket systems, and so on, all that is needed on 
the basis of the Macedonian view and location. There- 
fore, we are not merely seeking some kind of moral 
satisfaction based on a certain range of arguments but an 
effective improvement of our defense capability. 


[Geroski] Finally, a question that would be probably 
asked by any citizen in this country: The topic we are 
discussing may seem impudent at least to those who do 
not look at similarities more closely. The people are now 
asking what is all this about? Do we have the view that 
the situation on our northern border presents a serious 
threat? 


[Popovski] To begin with, this topic has always been 
raised in political statements, which means that it is not 
a new one, suddenly thrust into political life. It 1s simply 
in step with the resolutions passed at the summit of the 
five countries and the views that an escalation of the 
military threat may follow regardless of whether there 
have been actual changes in the past few months or at 
present. Along the Macedonian borders there are no 
elements to indicate that we are today more threatened 
or less secure than we have been in the past few months. 
I could confidently say, however, that any eventual 
escalation of the conflict to the south and its critical 
closeness to our borders could develop very rapidly. I 
personally believe that the Federal Republic of Yugo- 
slavia has no interest in attacking the Republic. On the 
contrary, in the long term, its interest would be to 
maintain good neighborly relations. However, if we were 
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to project the development of a state of war in Kosovo, 
at that point we face a direct military threat, for we could 
find ourselves involved in such a storm. If it is a question 
of the technical aspect of the issue—whether there are 
sufficient forces that, on the basis of purely technical 
reasoning, could within a very short period of time be 
sufficient to invade Macedonia—we would be exces- 
sively naive to deny the fact that such forces exist. It is 
precisely not far from our northern border that a com- 
plete military structure exists, maximally saturated with 
weapons, troops, 100 percent, even or 105 or 110 per- 
cent. If we consider the speed with which such a struc- 
ture could be turned to Macedonia in the main direc- 
tions, in the technical sense (I repeat and I hope not to be 
misunderstood or have my words twisted), such a mili- 
tary machine could be turned in our direction in five to 
six hours. If this political resolution is accepted, an army 
of 80,000 troops with a full structure could be deployed 
along the border in six to 12 hours and could threaten 
Macedonia. I believe, however, that this option is not 
topical either in terms of the long-term usefulness to our 
neighbors or to anyone else. I believe that elements exist 
for maintaining some kind of peace despite what you 
describe as the Kosovo neurosis, for the issue of Kosovo, 
in terms of an international framework, has clear param- 
eters: Kosovo is considered part of the Republic of 
Serbia and the granting of an autonomy status for 
Kosovo would be considered in all likelihood a very 
complex, difficult, and conflicting process. Should the 
status be changed and another option become relevant, 
we could immediately find ourselves threatened mili- 
tarily. In that sense, it would be suitable for the defense 
potential to be present as long as that situation and the 
power structure of the other side exist. 


NATO, U.S. Interests Need Clarification 


93BA1087B Skopje NOVA MAKEDONIJA in 
Macedonian 28 May 93 p 4 


[Article by Dr. Biljana Vankovska-Cvetkovska, Defense 
Institute, Skopje Philosophy Department: ‘“‘A Number of 
Undefined Issues”’] 


[Text] Acceptance in NATO's military structures is not 
only a privilege and does not provide only rights, but also 
requires a number of commitments. If the United States is 
truly interested in the Republic of Macedonia, it should 
begin by recognizing it officially as well. At this point, it 
would be risky for Macedonia to place itself under the 
military protection of countries that still have not recog- 
nized it as a State. 


The latest indications that the Republic of Macedonia 
will request membership in NATO’s defense structures 
and, on the other hand, the increased interest shown by 
the Western powers, especially the United States, in 
Macedonia and, in general, in this area, raise a number 
of issues. We could stress that the North Atlantic Mili- 
tary Alliance, especially after the breakdown of the 
Warsaw Pact, not only found itself in an immediate 
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crisis on the redefinition of its own activities and restruc- 
turing, but also seems to have acquired a much broader 
scope for work. Currently, NATO is becoming important 
in a number of areas. The impression, however, remains 
that its present status has not been entirely defined and 
specified. It is precisely from this viewpoint that the 
question arises of what it would mean, at this point, for 
the Republic of Macedonia to become part of its struc- 
tures in terms of what it would gain and what would 
become a problem. 


Generally speaking, the problems seem related to the 
three aspects of the position held by NATO in the 
contemporary world. First, there are internal quarrels 
within the very structure of the countries which make up 
NATO. They may not be quite visible or very intense. 
Still, they exist in a latent stage, particularly in the case of 
the link between the United States and its European 
allies. A process of European integration is taking place. 
This applies to the creation of a distinct political, eco- 
nomic, and cultural European identity. On the military 
level as well, this involves the creation of a collective 
European security system. On the other hand, despite all 
of its transformations and mutations, NATO remains 
the institutionalized aspect of the political and military 
influence of the United States. This makes the relation- 
ship between NATO and the CSCE a very delicate one. 
The CSCE has very big ambitions. According to the 
theoreticians, however, it has the mandate, the legality, 
and the legitimacy, without having the power. The 
opposite is the case of NATO, which has great military 
power but no mandate. This makes possible a clash 
between competence and actions, so far unclear. Third, 
another very important issue is that of the correlation 
between the forces of the United Nations and those of 
NATO. How can they be coordinated? It is unquestion- 
able that ever since it was established, both formally and 
legally, NATO’s existence has been based on the stipu- 
lations of the UN Charter concerning regional organiza- 
tions set up for the preservation of the peace, and the 
right of all countries to individual and collective defense. 
This means that its activities may not clash with those of 
the United Nations. At the present time, however, 
another issue has surfaced. Namely, the UN Forces have 
been operating for decades on the basis of the preserva- 
tion of peace and security through peaceful actions and 
the blue helmets. The greatest change occurred in the 
Gulf War: formally the UN Forces participated, 
although the NATO forces were activated as well. It is a 
fact that the United Nations did not develop the type of 
military force that would be able to preserve the peace, 
punish the aggressor, and, using its military force, inter- 
vene wherever necessary. Therefore, at this point, it has 
become clear that in practical terms such power and 
strength may be found only in NATO, for which reason 
the United Nations made use of its status. 


In this respect, answering the question of what would 
Macedonia gain by joining these structures becomes 
particularly important. I believe that at present we are 
dealing with current political interests which could be 
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bilateral, for on the one hand, Europe has been dealing 
with the Yugoslav problem for quite some time and has 
proven totally unable to resolve it; on the other, of late 
the United States has become more active, and one of 
the means for engaging in such activities is to carry them 
through NATO. By joining NATO, Macedonia will actu- 
ally gain the opportunity legally to be present and 
militarily to intervene in those areas, and it may be 
important for the Republic to acquire, in this manner, a 
protective umbrella provided by a great power. How- 
ever, an analysis of this opportunity highlights several 
problems. 


First, it would seem that despite the acceptance of 
Macedonia in the United Nations, the process of estab- 
lishing its international-legal existence has not been 
completed and ‘s still in question, for which reason the 
United States is displaying greater interest in this area. 
On the other hand, it has done nothing regarding the 
formal recognition of the Republic of Macedonia. This is 
not typical of the United States alone but also of the 
other members of NATO, with the exception of Turkey. 
It is a fact that for the present it is risky for Macedonia 
to put itself under the military protection of countries 
which have not recognized it as a state, de facto. The 
membership itself in the NATO military structures, 
which is of exceptional significance to any country, 
including Macedonia, ts not only a privilege and does not 
only bring rights but also obligations. This is especially 
true in the area of the military organization of the 
Republic, for it may be facing new demands on the part 
of these structures concerning, let us say, acceptance of 
the military doctrine of the alliance, armaments, 
training, and outfitting. This is somewhat touchy, for so 
far Macedonia has been unable to define its own military 
doctrine and yet it may place itself in a position forcing 
it to accept a foreign doctrine. 


Conversely, we should know that Macedonia has still not 
been accepted as member of the CSCE that, in the future, 
may be subject to certain changes. Generally speaking it 
would be quite easy for NATO to become the CSCE 
armed force. All of these are issues that must be cleared 
in advance, although Macedonia currently finds itself in 
a very interesting situation relative to that complex. On 
the one hand, the Republic would be part of the NATO 
defense structures; on the other, it would not be a 
member of the CSCE, and would be unrecognized.... The 
current interest shown by the United States in our 
country 1s, in my view, an effort on the part of that great 
power to find a space for actively involving itself in the 
crisis in former Yugoslavia, and I believe that the main 
interest of the United States is to prevent the escalation 
of the war. As to the extent of its concern for Macedonia, 
that is another issue, for if the United States is truly 
interested in our country, it would begin by granting it de 
jure recognition. It is not doing so and yet, at the same 
time, it is contemplating the sending of military forces to 
our country, for which reason I believe that one must 
proceed very cautiously in this entire matter. 
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NATO Membership for Macedonia Considered 


93BA1087A Skopje NOVA MAKEDONIJA in 
Macedonian 27 May 93 p 4 


[Article by Slobodan Dimiskovski, doctor of military 
sciences in Macedonia: “Membership in NATO—Why 
Not?”’] 


[Text] To have one of the big powers geophysically closer 
to it as a reliable defender is an ideal situation for any 
small country. Global interests are no longer ideological 
but economic. Is NATO interested in Macedonia? 


With its acceptance in the United Nations, Macedonia 
has not only become a member of that basic institution 
for the preservation of global peace and security but also 
part of the collective international security system, in 
accordance with the UN Charter. This system includes 
subsystems, such as KEBS [European Security and 
Cooperation Conference], currently a strictly political 
organization, the Western European Union, and NATO. 


I do not see why, to the extent of its possibilities, 
Macedonia would not become a member of NATO? It is 
an ideal situation for any small country to have a reliable 
defender in one of the bigger powers geophysically not 
far from it, the more so since should Bulgaria and 
Albania become members of NATO, which they have 
requested, Macedonia’s geopolitical and geostrategic 
position would be greatly weakened. There is also 
Greece, which is another member of that pact. What is 
fundamental in this concept is that the new division of 
the world is no longer ideological, divided into capi- 
talism and socialism, but is based on economics, for 
which reason Russia will no longer be the opponent of 
the United States. The opponents will include Japan and 
Europe, something that will affect the future of the 
NATO Pact. 


For nearly half a century, Europe remained divided into 
an Eastern and a Western bloc. It engaged in political, 
military, and economic confrontation. Eventually, this 
led to its economic weakening. The EEC saw an oppor- 
tunity for the safe political integration of the European 
continent and for the development of its own security 
system, in addition to freeing itself from the dominant 
U.S. influence and from NATO as cumbersome military 
structure, obstructing the establishment of the new 
detente between the superpowers and the breakdown of 
the Eastern European Bloc. The Community’s intention 
of organizing its military forces in accordance with its 
own criteria and needs was obvious, for NATO had been 
conceived above all in accordance with U.S. criteria of a 
global world power, for the protection of its own global 
interests. However, these plans failed as a result of the 
crisis in the former Yugoslavia and the USSR, so that it 
became necessary for NATO to change its strategic 
concept and to adapt some of its units to fast interven- 
tion and to extinguishing military conflagrations while 
remaining the main pillar of the military security com- 
ponent on the old continent. However, this is not to say 
that it will continue to play this role.... 
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The ratio of forces in the Balkans, however, remains 
extremely negative in terms of Macedonia, so that its 
protection from an eventual aggression launched by any 
country in its neighborhood should rely, in addition to 
its own Armed Forces, also on the collective or European 
security system. In my view, in that context US. interest 
in Macedonia rests on the following: For quite some time 
the United States has had the option of military inter- 
vention in Bosnia-Herzegovina, for the EEC proved 
unable to resolve the problem by political means. If such 
an intervention were to occur as a final solution, whether 
as a war waged from a distance or a direct involvement 
of land forces, it would be realistic to expect the involve- 
ment of the Federal Republic of Yugoslavia and, respec- 
tively, Serbia. This would spread the war to other areas. 
As a relatively peaceful area, in direct contact with the 
Federal Republic of Yugoslavia, Macedonia would 
present an ideal operative space from which to apply 
pressure on Serbia. 


In the long term, in my view, Macedonia should launch 
an initiative for the creation of some kind of Balkan 
conference of security and cooperation, as a KEBS 
subsystem, for it would greatly benefit from this, and be 
able to promote a reduction of armed forces in the area 
to the level of sensible sufficiency for defense and 
protection and no possibility of attacking. It is also a 
question of whether Macedonia, at such a point, would 
be able to join NATO, for NATO does not have a clear 
concept regarding the acceptance of the former socialist 
countries, so that, like the EEC, such countries may be 
granted observer status. 


* Relationship Between VMRO-DPMNE, Trade 
Unions 


93BA0948A Skopje PULS in Macedonian 15 Apr 93 pp 
14-15 


[Article by Vladimir Jovanovski: “Political Racket’’] 


[Text] The ‘red’ directors are weathering the union 
storms caused by the political parties. But rarely does 
anyone try to document these serious signs. 


Every major strike in this country, and there are such 
almost every month (long may Momcilo Ivanovski, 
leader of the Workers’ Party of Macedonia, flourish), 
again underline the question of whether there is politics, 
and if so how much, behind what romantically inclined 
journalists call outbursts of worker dissatisfaction. It 
may be pure coincidence, but what the public does know 
is that never in the past has there been a strike of major 
proportions without the man in the street seeing the long 
tentacles of some political party. 


‘*Political goals can easily be read between the lines from 
the demands made during strikes,” says the President of 
the Skopje Organic Chemicals Plant, Jorgo Cuka. For 
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example, the demand for replacing the communist direc- 
tors clearly shows that strikes sometimes serve ideolog- 
ical rather than economic purposes. Cuka thinks that the 
strike at the Bitola REK confirms the existence of purely 
political strikes. 


It is an open secret that the VMRO-DPMNE [Internal 
Macedonian Revolutionary Organization-Democratic 
Party for Macedonian National Unity] is cited as the 
most frequent organizer of work stoppages in Mace- 
donian businesses. Although the remarks about the 
“social class activities” of this party, which 1s stated to be 
democratic and for Macedonian national unity, and so 
in conventional terms “right wing,” for the time being 
are still of the nature of gratuitous backbiting, few people 
doubt the truth of such tales. After all, not once have the 
top leaders of VMRO-DPMNE stated that the Mace- 
donian economy is run by communist managers, that 
bolshevik-Stalinist relationships prevail in our economy, 
or have other similar diagnoses been made. In view of 
the fact that the strike has been found to be the most 
effective method of getting rid of the managers (that is, 
the communism of the factories), it would be logical to 
conclude that the VMRO-DPMNE has a political 
interest, if nothing else at least indirectly, in interfering 
with the work of those who organize and lead the strikes, 
that is, in the trade unions and on the strike committees. 


“Up to the present we have had no problems with 
political parties,” stated machine operator Borce 
Georgievski, one of the leaders of the Skopje ZTO 
{Railroad Transportation Union], a union that on two or 
three occasions has become famous for its readiness to 
shut down rail traffic in Macedonia, including transpor- 
tation of petroleum from Solun, if worker wages were not 
raised. “As a matter of fact, during the last work stop- 
page it was said that it had been organized by the 
VMRO-DPMNE, that Dosta Dimovska was among the 
employees. However, I want to tell you that this party 
was not involved in the strike at all and that its goals 
were exclusively social,” said Georgievski, stressing that 
in their union, which has more than a thousand 
employees as members, the union leaders were even 
prohibited from holding party posts, so as to prevent 
exertion of political influence on the union. 


It is natural to expect such a response, because a union 
representative would hardly be ready to admit openly a 
possible party infiltration of the works of a particular 
business. In reality, though, the official truths are not the 
only ones. That is to say, it is not a question of “‘we are 
a union, you are management, so now let us play strike.” 
There have been serious indications of interference, for 
example, by the most Macedonian party of all. There 
were such indications in connection with the notorious 
strike by the Ohrid Light Electrical Engineering Union 
and then the Bitola REK and other work stoppages in the 
country. Pande Lazarov, until recently director of REK, 
in an interview given to NOVA MAKEDONIJJA not long 
ago, stated that the majority of those directing the strike 
at this power engineering giant were VMRO-DPMNE 
committee members of the Bitola local (this is not 
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surprising in view of the statement by persons familiar 
with the Bitola situation that at least 90 percent of REK 
employees belong to the VMRO-DPMNE). 


However, the impression is that the role of the VMRO- 
DPMNE in organizing strikes in Macedonia has begun 
to turn into a political legend. The story goes that it is 
precisely this party that is behind every serious work 
stoppage in the country. Of course, neither is the 
VMRO-DPMNE such an influential party among Mace- 
donian workers, nor are the other parties so innocent and 
naive that they do not do such things. For example, 
during the strike by employees at the Jaka in Radovis, a 
large segment of the public thought that what was 
involved was a VMRO ploy to change the “communist 
leadership” at the enterprise. However, it was later 
stated that it was basically a question of a clash between 
the Social Democratic Alliance and the Reformist 
Forces-Liberal Party over the position of president of 
Jaka. In a setting such as Radovis, this position is 
probably more important than president of the com- 
mune. People with long memories will surely remember 
that the VMRO-DPMNE deputies in the Assembly, who 
used the intervention by the police among the demon- 
strators to promote their own party as defender of the 
“defenseless peasant,” were not the only ones to rebel 
against the use of force. There were critics of the police 
among, ‘e reformists as well. 


The incident with textile giant Makedonka in Stip was 
similar. Now the former president of this concern, Delce 
Lazarov, clearly stated at a worker council meeting that 
“the interests of the reformists overshadowed everything 
that happed at the Makedonka.” It is true that this 
charge by Lazarov was immediately denied by the Stip 
committee of the Reformist Forces-Liberal Party, but it 
was too late. The damage had already been done. 


There are instances in which the strikes are the result of 
factional struggles in a single party. As such they are 
reminiscent of the strikes in Titov Veles, where, so the 
saying goes, a fierce struggle has been going on for a long 
time between two factions in the Veles SDSM [Social 
Democratic Alliance of Macedonia] organization, who 
by the way hold power locally. 


There are also oversimplifications in thinking in c1nec- 
tion with the influence of specific political parties oii the 
trade union. For the most part, it is thought that the SSM 
[Trade Union Federation of Macedonia] or, as the 
envious say (and they are not the only ones), the govern- 
ment union, is under the influence of the leftwing 
parties, while the VMRO-DPMNE predominates in the 
independent unions and in industry and agriculture. And 
despite the fact that many people are fully convinced 
that this assessment is correct, the situation is not so 
simple. There are examples of reverse situations. At the 
Tito Metal Plant, for example, both the official and the 
independent union state that political forces exert abso- 
lutely no influence on them. 
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“For the short time we have been in existence, not a 
single political party has interfered in our work,” says 
Blagoja Nevchevski, vice president of the trade union at 
the plant. The same claim is made by Slobodan 
Prodanov, head of the official union at the same enter- 
prise. However, in relaxed conversation it is often stated 
that the “independents” are turning their colleagues 
away from the “ordinary” union for the VMRO- 
DPMNE people, while members of the independent 
union think that they are under the control of the 
government and the director. 


However this may be, the influence of certain political 
parties on labor organizations most probably does exist, 
even if only indirectly. This is also the thinking of 
Worker Party president Krste Jankoski, who frankly 
states that his party participates directly in organization 
of strikes in areas where the party has felt this to be 
necessary. “There are three kinds of political influences 
on strikes in our country,” says Jankoski. “The first type 
is the one which the opposition ‘assists’ in order to ruin 
the managers of the former system, the second when the 
parties in power try to recover lost management posi- 
tions in certain enterprises, and the third type, ours, is 
when the party participates in preparation of a strike, not 
to place its people in management positions but to help 
the enterprise.”’ Inasmuch as Jankoski is regarded as a 
well-informed person from the viewpoint of the accom- 
plishments of the Macedonian economy, and in this 
context strikes as well, his assessment should not be 
disregarded. 


In the final analysis, it is not hard for the parties in 
Macedonia to manipulate worker protests, when the 
average wage is so low that the workers can hardly wait 
to go into the streets to take at least a short breather from 
the financial sickness that afflicts them. The grafting of a 
political charge onto the demands for ‘200 marks in 
pay” is not very hard work for party agitators. The 
question, of course, is whether the infiltration of political 
parties into the ranks of the workers is always motivated 
exclusively by political considerations. Our homegrown 
politicians have probably learned from the experience of 
the United States, where the labor union is virtually 
controlled by the Mafia, giving it enormous economic 
power. Control of the unions or of the always radical 
strike committees can be a powerful means for running a 
political racket, that is, for extorting money from busi- 
ness managers in exchange for peace among the workers. 
The principle is simple: Pay the Mob and there will be no 
strike. The managers are satisfied, and they have enough 
workers. 


* Struggle To Consolidate Centrist Parties 


93BA1039B Skopje VECER in Macedonian 30 Apr 93 p 
7 


[Article by B. Geroski: “Crowd Around the Center’’} 


[Text] Have the announcement by former Social Demo- 
cratic Alliance leader Petar Gosev of the formation of a 
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new democratic center party, and the latest “competi- 
tive” initiative from Civic-Liberal Party of Macedonia 
[GLPM}] leader Boris Gegaj for unification of the polit- 
ical forces oriented around the center, really created a 
new situation regarding the maneuvering of the repub- 
lic’s political parties? 


There are at least two “‘serious’’ reasons to avoid an 
affirmative answer to this dilemma. On one hand, the 
fact is that all the initiatives to date for any form of 
merger or even cooperation among Macedonian political 
parties (with the exception of the current governmental 
coalition) have failed almost immediately after they were 
publicly promoted. 


Party or Headquarters? 


At one time, for example, there was speculation for a 
long time about another gathering of the national parties, 
but today it is quite clear that VMRO-DPMNE [Internal 
Macedonian Revolutionary Organization-Democratic 
Party of Macedonian National Unity] and MAAK 
[Movement for All-Macedonian Action] have irreconcil- 
able positions. The attempt by Djordji Marjanovic, 
leader of the League for Democracy, to encourage the 
opposition parties to join forces for a short time at the 
promotion at “Hard Rock’’ has simply been forgotten. 
Finally, even the unification of the nonparliamentary 
parties in the OPOM [Organized Political Opposition in 
Macedonia] has been reduced to wailing over money and 
office space, and thus even Gegaj had to admit openly 
the day before yesterday that the nonparliamentary 
parties were no longer even capable of communicating 
with each other, much less cooperating. 


On the other hand, Petar Gosev’s attempt to create a new 
political center formation, although possibly not without 
the ambition of hindering the unification of the forces of 
the existing political map (besides, it is well-known that 
the League and the Greens are in the “combination,” 
and that Gosev has talked with several parties), never- 
theless cannot be interpreted as an initiative for the 
creation of a political body with a loose platform and 
with cooperation as its guiding idea. Gosev constantly 
talks about creating a party, and not a coalition or a 
movement; he is announcing a program with a “copy- 
right” (of course, with respect for the partners); and all of 
this means that his ambitions are not to displace or eject 
the other political parties from their “bed.’’ Conse- 
quently, one should wait for the appearance of this 
announced entity in order to assess whether it will be a 
(strong?) center party, or a headquarters for political 
forces oriented toward the center. One should not hastily 
equate these two positions. 


This is especially true since Gegaj’s initiative has been 
announced, among other things, as a sharp reaction to 
the attempts by “certain self-styled messiahs” to save the 
center. The allusion was to Gosev, and Gegaj did not 
neglect to inform reporters that the basis for this initia- 
tive was the consultations conducted with several non- 
parliamentary and parliamentary parties. The latter 
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especially intrigued the media representatives, but Gegaj 
stubbornly avoided naming individuals and parties, 
although in response to a direct question he denied 
contacts with RSM [Reformist Forces of Macedonia}- 
Liberal Party. Essentially, the basis for this reaction 
(probably originating in the amoeba's reflex principle) 
can easily be read from Gegaj's ideas about the nature of 
the center’s unification as he advocates it. 


Measured Competition 


Gegaj thus promoted the idea of “consensual democ- 
racy,” and in order to get rid of the negative connota- 
tions and allusions to already obsolete terms (consensual 
economy, etc.), the GLPM leader tried to define consen- 
sual democracy as the antithesis of the present ‘raw 
democracy.”’ Naturally, from this confusion of terms (the 
term ‘“‘measured” degree of democracy was also men- 
tioned?!), one may extract some sort of essence, and that 
is the idea that the center should be a bridge for linking 
the left and right wings, or a shock absorber between 
them. Whatever the case, our impression is that this 
clumsy attempt to define some sort of “measured degree 
of democracy” (which can be treated as a gaffe or a lapse) 
probably conceals the idea of a ‘“‘measured degree” of 
political rivalry and competition. It would be dishonest 
not to read from all of this the noble idea of calming 
political passions, but that still does not free anyone 
from the obligation to read and reread the “manuscript” 
just as it was “written.” 


In the final analysis, however, perhaps these two initia- 
tives, even though the latter is a reaction to the former, 
should not necessarily be correlated. Although the two 
sides are diplomatically leaving the door (or rather the 
side door) partly open for cooperation and even for 
joining forces, it may easily happen that we will get a new 
center party and a new nonparliamentary center. In all of 
this crowd around the center, one should also take into 
account the maneuvering of the reformist-liberals. At the 
latest press conference, Risto Ivanov announced that at 
the upcoming regular assembly, which would be held at 
the beginning of June, the party would change its name 
to the Liberal Party of Macedonia, and would define its 
liberal alternative in its program. 


In short, the claimants to the political center are multi- 
plying from day to day. If it is precisely there that Petar 
Gosev is aiming his political ambitions, as a result of an 
objective situation that he finds himself in (it does not 
matter whether it is his fault or someone else’s), and if 
the RSM-LP is still in time to form its basis around the 
center as its natural position, it is not difficult to inter- 
pret the parties’ turn toward the center as a reaction to 
the current and already old-fashioned division into 
“left” and “right,” and thus, in the final analysis, even a 
certain degree of following the political fashion. That, 
however, is the way things are in a milieu in which 
pluralism will still be perceived for a long time to come 
as “installed’’—time will put things in their place. 
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* Adjustment to New Legal System Discussed 


93BA0948B Skopje NOVA MAKEDONILJA in 
Macedonian 3 Apr 93 p 15 


[Article by Katica Cangova: “Conflicts Between the Old 
and New Systems Now More Frequent: Time To Dis- 
solve the Unnatural Marriage’’} 


[Text] —The rules of the delegate self-management 
system have no legitimacy. 


—Concept of law-governed state weakened. 


—Chaos in enforcement of laws creating legal uncer- 
tainty. 


—No coordination among the main branches of govern- 
ment. 


Under the delegate system various republic-wide docu- 
ments were automatically copied in their entirety; in 
some areas of the republic this generated misunderstand- 
ings. One example is enough to illustrate this entire 
situation. It caused laughter in Assembly circles at the 
time. It was the Macedonian decision to have the travel 
expenses of delegates regulated. “Specialists” in the 
Macedonian Assembly traveled by a simple process, 
applying republic-wide regulations. And so it was pro- 
vided for Macedonian delegates that their travel to 
Skopje be regulated in this way, provided that they came 
by ship, say, from Makedonski Brod, Kicevo, or Stru- 
mica. 


There may have been some logic in this practice of 
almost literal copying of the laws under self-management 
socialism, when Macedonia was inextricably linked to 
the former Yugoslav federation. Now that Macedonia 
has become and independent country, there is no sense 
in following this way of regulating the system, which 
depends largely on nonexistent regulations and which 
belongs to the past and entirely different conditions. We 
should not have kept it and should not be using it today. 
Of course, there must be continuity of government, and 
the links cannot be broken all at once, even with a system 
entirely different from the one we have started to build. 
For this reason the consitutional law on introduction of 
Macedonia’s Constitution states that federal legislation 
is in essence transformed into legislation of the Republic 
and that federal laws are to be directly applied in 
Macedonia, with the difference that these laws are to be 
enforced by Macedonian authorities. The problem lies in 
the fact that the deadlines set in the constitutional law 
have long since passed; the year assigned for drafting 
regulations is over, and has been for several months. The 
question of the relationship between the Macedonian 
Constitution and the former Federal system is an espe- 
cially complicated one. 


Illogical Regulations 


Adoption of federal regulations en bloc and their appli- 
cation under Macedonian conditions is a rather prob- 
lem-filled move, the more so since no classification of 
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the laws has been made. This is the comment made by 
Svetomir Skaric, professor at the Law College in Skopje. 
In a situation such that Parliament cannot operate 
normally because of blockades and other obstacles, we 
are obviously consigned to a legal vacuum or to coexist- 
ence of different legal systems markedly at variance with 
each other. Regulations that belonged to an entirely 
different delegate self-management system, application 
of an established practice or term—all this has implica- 
tions of its own. Hence it is an illusion to expect that it 
will be possible to maintain this vacuum and the conflict 
between the old and the new systems for a prolonged 
period. We have no laws, but there are many Mace- 
donian regulations adopted by previous assemblies that 
have no legitimacy, just as we also now have Federal 
regulations adopted by the Federal Assembly, and their 
legitimacy is just as questionable. As a result, the concept 
of law-governed state is greatly weakened. 


This is to say nothing of the illogicalities of the federal 
regulations. The law on businesses is a typical example. 
A workers’ council was already in existence, and this 
body could appoint and dismiss managers without any 
restrictions, but his position in general was determined 
by his enterprise and individuality. There was no self- 
management court system to protect the self- 
management rights of workers provided in the law on 
enterprises. There are many such Federal laws and 
regulations that were purely declarative in nature, mere 
window dressing, and all of them are still in force. 


In changing the system, stresses Skaric, we must work 
faster and do better work, and we are able to do this, but 
we have the impression that there is no coordination 
between the main divisions of government. And we are 
continuing the practice of devaluating the Constitution 
and rights as a whole. We declare that we are for owning 
rights, but on the other hand, we have the very comfort- 
able attitude that a right is valid if it suits us. There has 
been no change in conscience here, especially among 
those authorities who are defined by the Constitution as 
creators of rights, that is, Parliament and the executive 
authority. This is irresponsible behavior. 


Suppression of Rights 


The unrealistic evaluation, the overzealous ambitions, 
with deadlines not met, should not be an impediment to 
making corrections in constitutional law. To the extent 
that the corrections are not made, we have politics, 
machinations, and suppression of rights, which cease to 
be a regulator and factor in elimination of conflicts. 
What we need is legislative activity that will quickly 
dissolve this unnatural marriage between Macedonia as 
an independent state and the former Yugoslav federa- 
tion. This is a rather complicated undertaking, but in 
such a situation the first thing to be done is to formulate 
the problem in the Assembly from the viewpoint of 
amendment of constitutional law and to set realistic new 
deadlines for enactment of crucial organic laws, which 
will be a prerequisite for operation of the system. In the 
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opinion of Professor Skaric, if such a way of thinking is 
adopted the process could be completed in one year at 
the earliest. 


Around 800 laws are involved, of which Parliament has 
now passed about 20. The current situation with the legal 
system in Macedonia is defined by independent Deputy 
Todor Petrov as a law-governed state without legal 
regulations. Chaos prevails in implementation. One law 
conflicts with another, and the conclusion as to how to 
apply the legal instruments may be imposed by the 
considerations of the moment. The laws in force during 
the period of the self-management agreement economy, 
which bear no relationship to the new economic relation- 
ships, the market, and division of authority among the 
legislature, the executive and judiciary, and government 
administrative agencies, may not be applied by the 
courts. Absurd situations arise in which the system 
operates in accordance with the provisions of laws that 
are unconstitutional. Regionally it was made convenient 
for persons under law to interpret them in their own way, 
as it suited them, and this now creates legal uncertainty. 
As an example, there is the law on businesses and 
registered capital, and we have a situation in which the 
person who is actually stronger robs as much as he can, 
there being no control, supervision, and punishment of 
such actions. 


Sovereignty Abandoned 


To Dragi Arsov, VMRO-DPMNE deputy who has sev- 
eral times raised before the Assembly the question of 
coordination of the laws, the logjam in completing 
national legislation is closely linked to international 
recognition. According to him, the goal is quite clear, 
because the leaders now in power have reservations 
about doing something with the federal laws. The reason 
is that an effort is being made to prolong the continuity 
in the Yugoslav community. Unlike Slovenia and 
Croatia, which have shown themselves ready to use legal 
instruments to dissolve formal links to Yugoslavia, 
Macedonia continues to display a certain amount of 
reserve. Before the adoption of the Constitution, the 
fifth and sixth articles of one of the declarations of 
sovereignty made on 25 January 1991 deal with enforce- 
ment of laws, but definitely do not state that the federal 
regulations have been rescinded. This in itself, according 
to Arsov, is one factor holding up legislative work. The 
provisions of the new Constitution, of the constitutional 
law, in the sixth article dealing with reconciliation of the 
general ones, these as well, according to Arsov, apply to 
all the laws. Only individual federal regulations can be 
substituted and supplemented as Macedonian regula- 
tions, while the majority of them should be introduced as 
new ones. All these laws are linked to penal legislation, 
the economy, outside employment, the monetary 
system, and communications. Everyone knows that we 
in Macedonia have no sovereign airspace and this air- 
space is regulated not by law but by agreement, and the 
country’s sovereignty was left in Belgrade. Hence inter- 
national recognition has not ensued because we as an 
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independent country are doing nothing to show that we 
are sovereign and that we can defend this sovereignty, 
according to Arsov. 


Exaggerated Ambitions 


In the government, on the other hand, there is the belief 
that changes cannot be made overnight, in that earlier 
only the foundations were laid, and now we should lay 
entirely new ones because we have a new system and 
entirely different relationships. The question is whether 
it is necessary merely to preserve the format in the form 
of regulations or in essence to offer new relationships. 
Arrival at compromises and organization of entire sets of 
laws involve a large volume of work, much study, and 
comparison with similar societies in whose direction we 
are tending today. The people in the government are not 
sitting around with their arms folded. Teams of profes- 
sors have been hired to draft laws on the basis of which 
the Macedonian system will be built: the law on busi- 
nesses, public services, public enterprises, and conces- 
sions. What we have now, a lack of coordination and 
deadlines not met, is the result of the unrealistic evalu- 
ation and of ambitions which time has shown to be too 
great and overemphasized. 


It is quite probable that we have had the foundations of 
the political, legal, and economic system for a long time 
now in the former federal regulations. And for the time 
being new regulations have not been introduced, chiefly 
for the sake of continuity. A new country and an entirely 
new system cannot be built in a hurry, since this would 
create the frequent need to amend the laws. It is never- 
theless time to do specific, rational, and above all, 
efficient work, on a well-conceived concept outlining the 
path of changes in our society. This is to lead to a method 
that the government will initiate, and Parliament will 
adopt, a method under which we will sail out into new 
waters and will establish new rules of the game that will 
define Macedonia as a democratic society, in which the 
institution of the rule of law will be the first step to be 
taken. 


Montenegro 


Montenegrin-Herzegovinian Border Inspections 
Unchanged 


93BA1074E Belgrade VREME in Serbo-Croatian 17 
May 93 pp 23-24 


[Article by Velizar Brajovic: “A Barrier to the Trucker”’] 


[Text] The fact that nothing is as it was before was 
enough to start the story that the border was closed 
between Montenegro and Herzegovina. However, it has 
been a year since the border crossings were marked and 
the barriers set up. Even then they were bothersome to 
Bozidar Vucurevic, president of Trebinje, and he put out 
the word, holding nothing back, that “‘this eyesore must 
be removed even if it means taking a shot at someone.” 
Until recently, to tell the truth, the barriers were no 
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obstacle to Vucurevic nor anyone else who wanted to be 
in Montenegro at sunset or sunup. Nevertheless, Mr. 
Nikola Pejanovic, Montenegrin police minister, 
acknowledged that a few evenings ago ‘“Bozidar 
Vucurevic was not allowed to enter Montenegro so that 
he might continue from there to Serbia."’ Even the very 
next day there were no hindrances whatsoever to his 
realizing that intention. The government was also 
arguing that there never had been any mention about any 
closing of the border, but that it was only carrying out the 
“decision of the federal government to tighten the 
regime for the movement of goods at all the western 
border crossings.”’ It is also true that no one in Mon- 
tenegro has seen the text of that decision. 


Fraternal Border 


In Montenegro, it is well-known that the governmen: 
here has not made any decision that would have resulted 
in a change in the regime for the movement of goods and 
passengers on the border with Herzegovina. If it is just a 
question of applying a federal decree, the inevitable 
question is whether up to now Montenegro has been able 
to undertake anything on its own except to consider the 
line drawn between the two fraternal peoples only imag- 
inary. But last Tuesday, Prime Minister Milo Dju- 
kanovic declared in Herceg-Novi: ““‘We have been 
offering them maximum aid, humanitarian, of course.” 
The prime minister said that that aid would continue to 
go to Herzegovina, but that consideration also had to be 
given to the “necessity of respecting both the territory 
and the regulations of the FRY [Federal Republic of 
Yugoslavia], and that we must not “forget the need to 
establish the balance of foodstuffs,” rejecting the obser- 
vation “that it was a question of some kind of isolation 
of the Serbian Republic and the Serbian people outside 
the borders of the FRY.” 


Mr. Vucurevic asserted explicitly that he was returned 
from the border on grounds that he is on the list of 
politicians of the Serbian Republic whose entry .nto the 
FRY is prohibited. The Montenegrin police, on the other 
hand, do not mention the grounds on which they pre- 
vented Vucurevic’s nighttime entry into Montenegro, 
nor do they say anything about the list to which the 
Trebinje leader refers. 


All kinds of stories did nevertheless get started at the 
border, and they have a clear message: The government 
has made a decision detrimental to the peoples separated 
by the border. Lines of trucks stretching out of sight on 
both sides have been mentioned. The driver of a trailer 
truck full of fertilizer so necessary to the planting in 
Herzegovina and paid for two months ago in Subotica 
complained that travelers cannot carry even a kilogram 
of oranges and that a bride was left without her dowry 
thanks to the hard-hearted customs officials. 


Passenger traffic, however, they say in the Niksic Secu- 
rity Center, which has four border crossings under its 
jurisdiction, is proceeding without any difficulties at all, 
and goods are also going unhindered if they have a 
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permit from one of the three governments— 
Montenegro, Serbia, or the FRY. Trucks without the 
necessary papers must be sent back for them. It remains 
an open question what happens to the goods arriving 
from the Herzegovina side and what kind of papers they 
are supposed to have to enter Montenegro. After all, 
many products from the region of Herzegovina have 
been for sale in the markets of Montenegro. 


Refuge 


Politicization could not in any case have been avoided. 
The sudden change of the regime governing traffic at the 
border favored that. There are too many people dissat- 
isfied, and some drivers were heard to observe: ‘‘This 
border is an evil that should be got rid of immediately.” 
There are also those who think differently, who see in all 
this an occasion to put a stop to smuggling and crime, 
which up to now have flourished and nothing has been 
done to hinder them. 


War-torn Herzegovina, that is, has long been a refuge for 
various criminals, even murderers, from Montenegro. It 
is said that no one pursues them there if they wear the 
uniform of the Army of the Serbian Republic. Refugees 
who have found asylum in Montenegro give evidence of 
this, saying that even those who killed two young men in 
Podgorica last summer are there. The arrest warrants 
mean nothing there, as confirmed by the story about the 
trial of the murderers of the Klapuh family, published in 
the last issue of VREME. Until recently, the Montene- 
grin government concealed the increasingly frequent 
charges of individuals in the border section of Mon- 
tenegro concerning the behavior of fighters from the 
other side, robberies, rapes, and even a few murders. 


Refugees have been finding some of their household 
goods on the other side in the possession of their 
Montenegrin hosts, which most frequently was a shock 
for both the guest and the host, who is said to have 
bought them at a good price from certain other refugees 
who needed money to continue their trip abroad. The 
penal correctional facility not far from Podgorica was 
last year selling some laying hens from a livestock farm 
in Ljubinje. A truck with license plates from the Army of 
the Serbian Republic would frequently come to the 
Podgorica market (truck market), and the soldiers would 
sell quality fruit, saying that it came from the military 
farm in Capljina. Disbelief, however, was generated by 
the fact that they gave a very generous weight, and the 
prices were extremely favorable. The market has also 
been flooded with potatoes from Nevesinje, and the 
people in Podgorica have been buying them in amaze- 
ment, asking whether the benefit from the money would 
go to the person who planted them or the person who 
packed them into sacks and sold them at a good price? 


Trade 


Too much livestock and poultry have arrived in Mon- 
tenegro from Herzegovina. Business with that livestock 
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has been very lucrative for certain merchants in Podgor- 
ica. However, when one refugee woman recognized her 
cow in a Montenegrin meadow, there was melancholy on 
both sides. 


It is not difficult to suspect what has been happening to 
equipment, building materials, automobiles, and other 
things; some refugees in Podgorica say that it is only the 
most recent measures that might combat the big busi- 
ness, assuming, of course, that anything is left on the 
other side to do business with. They are amazed that this 
was not done earlier. They wonder why profiteers with 
no certificates of origin for their goods were taken at 
their word, they criticize the authorities on both sides, 
and they conclude that tardiness is a feature of behavior 
of authorities on both sides. 


And while Vucurevic is accusing the Montenegrin gov- 
ernment of anti-Serbism and anti-Yugoslavism, Presi- 
dent Bulatovic is telling him that he has become an 
ecologist and that the war in Herzegovina is not hin- 
dering him from contributing to the politicization of 
ecological problems in Montenegro and doing everything 
to destabilize this republic. It is hard to say whether that 
quarrel has opened the eyes of the Montenegrin author- 
ities and made visible what has been very clearly evident; 
there is no cause for panic if up to now only humani- 
tarian aid has gone to Herzegovina. The notorious deci- 
sion has not barred its way. 


Serbia 


Article Views Tense Situation in Sandzak 


AU1106120093 Podgorica MONITOR in 
Serbo-Croatian 4 Jun 93 p 28 


[Radoje S. Petrovic article: ‘Searches and Arrests”’] 


[Text] Although trade is one of the most important 
business activities in Sandzak, the smell of gunpowder 
has been suppressing any activity there for a long time, 
encouraging the riders of the apocalypse to take their 
tolls. 


“The situation in Sandzak is similar to the one in 
Sarajevo immediately before the war broke out,” says 
Rasim Ljajic, vice chairman of the Party of Democratic 
Action for Serbia. Inactivity of the international com- 
munity encourages Serbian nationalists to impose an 
incredible tyranny. With each new day the repression 
takes ever larger dimensions. 


Emigration of Muslims 


After it had been registered and approved by the Min- 
istry of Internal Affairs [MUP] of Serbia, last Saturday in 
Novi Pazar an assembly of citizens took place. Several 
thousand citizens from Sandzak demanded ‘freedom of 
movement,” and ‘“‘freedom for kidnapped Muslims.” In 
the presence of a CSCE delegation, they demanded that 
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the Serbian authorities stop the police tyranny in 
Sandzak, otherwise it might result in much more serious 
incidents. 


The fear among the people is obvious. Nobody is certain 
any more what the new day will bring. Searches and 
arrests have become an everyday practice. The MUP of 
Serbia issued a statement that |1 citizens were arrested 
following the searches. Reportedly, the MUP officers 
found a large amount of illegally acquired arms, ammu- 
nition, uniforms, and other military equipment. It was 
further stated that “first results of the investigation 
suggested the case was about a group with a terrorist 
background, while a part of the captured arms and 
military equipment had been illegally fetched from 
Turkey and Albania.”’ Finally, the MUP concluded that 
“the people arrested were members of commando 
groups, having been trained in bases and camps of the 
Turkish Army.” 


The SDA denied all the allegations, saying that the 
Yugoslav Army and the police were attempting to pro- 
voke a war in Sandzak. The leaders of the SDA further 
claim that “the Serbian-Montenegrin police searched 
288 Muslim households in the regions of Novi Pazar, 
Sjenica, and Tutin, without having any warrant or autho- 
rization.”” Reportedly, around 40 Muslims were arrested, 
while only a few of them were released. 


Fearing that the Bosnian tragedy might happen also in 
Sandzak, a new exodus of Muslims began. Until now, 
more than 60,000 Muslims have left Sandzak, and if they 
keep this rate, the number will add up to 100,000, 
meaning that more than one third of the total number of 
Muslims in Sandzak will be living outside the country. 


“The goal of the authorities is to break the ethnic 
connection between the Muslims from Sandzak and 
those from Bosnia-Herzegovina. The authorities are car- 
rying out a very methodical and deliberate plan, that is to 
say, following the step-by-step method, or rather town- 
by-town. So Pjlevija and Priboj were first exposed to 
such a torture, while now some other towns are having 
their turn. Everything also fits perfectly in the appalling 
plan of Vojislav Seselj that a 30-km-wide belt of Serbian 
territory bordering with Bosnia should be ethnically 
cleansed of Muslims. What corroborates Seselj’s inten- 
tions is the fact that in the area from Rudo to Priboj 
there are only several elderly Muslim households.” 


The Occupied Plateau 


On the streets of Novi Pazar and other towns in Sandzak 
one can see more and more people in uniform. Almost 
the entire plateau of Pester has been occupied by the 
army. 


“A convoy of 58 military vehicles went through Novi 
Pazar on 23 May last year. They carried fully equipped 
troops. Half of the troops were stationed not far from 
Tutin, while the rest went further toward Pester pla- 
teau,”’ Ljajic maintains. 
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The number of police forces is also multiplying very fast 
Reinforcements have been arriving from other Serbian 
towns, while local Serbs are massively taking on police 
uniforms. New police stations are mushrooming. So, for 
instance, on the way from Novi Pazar to Rozaji (70 km) 
three new police checkpoints have been installed. Ljajic 
has already experienced police treatments himself. After 
his apartment had been searched twice a month ago, last 
Sunday, while on the way to visit some foreign embas- 
sies, at the checkpoint of Zubin Potok, he was held back 
for more than four hours. 


Police officers found it very suspicious that he had many 
newspapers with him, particularly the Vance-Owen plan 
(issued by BORBA) in his bag, with some of its parts 
underlined. Thereafter, a charge was brought against 
Ljajic. 

“All that shows how much the Muslims in Sandzak are 
exposed to a horrible state tyranny. We submitted 
appeals to the international community many times. We 
demanded a reinforced presence of CSCE monitors, and 
even UN forces. We believe the danger of the Bosnian 
conflict spreading to Sandzak is much greater than its 
spreading to any other part of former Yugoslavia. The 
conditions for that are already ripe: many troops and 
various army equipment are concentrated here, police 
forces are being reinforced, while also a media campaign 
preparing the public for anything that might possibly 
follow is going on. The question is: Will the international 
community, after it betrayed Muslims in Bosnia, betray 
Muslims in Sandzak as well?” Ljajic wonders. 


Tomislav Ready To Become Duke of Western 
Serbia 


93BA1075C Belgrade BORBA in Serbo-Croatian 19 
May 93 p 13 


[Article by Milena Drazic: “Could Prince Tomislav 
Become Duke of Western Serbia: I Would Accept If It 
Would Not Divide the Serb Nation’’} 


[Text] The visitor to the Historical Museum of Serbia was 
permitted to take the crown in his hands and pick it up. 
Photographers were delighted: It was the crown of King 
Aleksandar, and his son, Prince Tomislav was trying it on. 
At that time—October 1992—the first Karadjordjevic to 
return to the country said that he was not interested in 
power, citing his age, his lack of political ambition, and 
the right of his nephew Aleksandar to inherit the crown. 
Today, offered on several occasions and in several vari- 
ants the possibility of becoming duke of the RS [Serb 
Republic] and RSK [republic of Serbian Krajina], the 
monarch of the two borderlands, or the duke of Semberija, 
the prince tells BORBA from Oplenac, ‘‘If they offer it to 
me, I, like all Karadjordjevics, am willing to serve the 
people.” 


There have been no direct offers. There have been 
several announcements, and the subject has been 
brought up at assembly sessions in Bileca and Novi 
Grad, and there was also a broadcast on TV Banja Luka 
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that promoted this idea, but there are still no direct 
bearers of the crown—and does a duke wear a crown? 


ls this a question of the absence of courage among the 
valiant Krajinans to approach their chosen one? 


“| do not know, but I think that is more a case of it not 
being legalized, not being organized,”’ the prince 
responds, 


Who Unites the Area There? 


It was not exactly widely noted that last year Vojo 
Kupresanin from Banja Luka, at an Assembly session, 
proposed that the RS and RSK be united and declared a 
monarchy led by a king. He repeated this in Novi Grad 
at a joint session of the two parliaments on 24 April, 
saying that it is known who should be the king, but that 
the RS and RSK would be a duchy until unification with 
Yugoslavia. 


Still, this was not backed up by anything concrete. 
Kupresanin is moreover the standard bearer of a pro- 
posal with considerable consensus support in Banja 
Luka, given shape by a professor of history, painter, and 
activist with the SDS [Serbian Democratic Party] and 
later with the Yugoslav Democratic Party, Jovan 
Spremo. He calls this the only positive option for the 
Serb nation outside of Yugoslavia right now. The prince 
would become the duke in the borderlands, which the 
Serbs understand to mean the Drina basin, Semberija, 
the Sava basin, Bosnian Krajina, and Knin Krajina. 
Since they have no constitutional basis because they 
have no territory of the former Kingdom of Serbs, 
Croats, and Slovenes, i.e., the Kingdom of Yugoslavia, 
then they could declare at least the former parts of the 
Kingdom of Yugoslavia a constitutional monarchy, they 
believe. 


“The unification of Italy was not set in motion by rich 
Florence, Venice, Rome, or Milan, but rather by back- 
waid Piedmont and backward Sardinia. Neither pow- 
erful Bavaria nor Saxony unified all German territories; 
rather, it was much more modest Prussia. That is how it 
will be here too. It will be done by these vital people, who 
do not give up,” Spremo told BORBA. “This was a 
Partisan region, where the king was vilified, although he 
was innocent, but the Spanish told us Krajinans from 
their own experience: You have no idea what kind of 
joker you have in your hand.” 


Better Family Line 


The choice of Prince Tomislav for the western regions 
fits in with several historical facts. Believing in three 
Yugoslav tribes of the same nation—Serbs, Croats, and 
Slovenes—King Aleksandar gave his three sons Yugo- 
slav names: to Petar a Serbian name, to Tomislav the 
name of the greatest Croatian king, and to Andrej a 
Slovene name. Through this national leveling to promote 
unity and integral Yugoslavhood, he wanted to unite 
these three tribes into one family. It is recorded that 
Stjepan Radic, in his continual overtures to the king and 
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distancing from him, said that the Tomislav's birth 
meant the continuation of the Karadjordjevic dynasty in 
the Croat nation for a thousand years. Those who 
recently changed Duvno’s name back to the old Tomis- 
lavgrad clearly did not know that the city got its name 
from Tomislav Karadjordjevic, and from King Tomislav 
only as a fortunate circumstance. 


It appears that the ideological creators of the duchy 
proposal have rather skillfully avoided any conflict sur- 
rounding authority within the family in advance. 
Tomislav is offered the opportunity to be duke of the 
western regions, but if his nephew Aleksandar takes the 
throne in the present-day Yugoslavia, the duke would be 
subordinate to the king. And uniting the two monarchies 
would be easy and simple. 


“I would accept if this would not divide the Serb nation, 
the part of it abroad, the part in the borderlands, and the 
part here,” the prince says. “But I am afraid that the rest 
of the world wants to divide us. I will never agree to be 
the reason for division.” 


Even before he returned to the country, Tomislav was 
regarded as an opportunity by—the democrats! They 
wanted to run him for the Serbian presidency against 
Milosevic, which he refused to do, saying—which he 
repeats today—that he will not allow any party or 
ideology to manipulate him. Thus, when asked whether 
he has not become a member of the SDS, at whose 
meeting he was recently seen in Zvornik in camouflage 
uniform, he responded that he was there because he was 
visiting the front, for the 15th time, hence the uniform 
and his presence there. In fact, he said, he was also in 
Bileca, but only as an observer. 


Since returning to Yugoslavia in October 1991, Prince 
Tomislav has put into effect the concept of a modern 
monarch. He visits cultural institutions, but also fighters, 
refugees, and the wounded, and organizes humanitarian 
aid. His wife Linda, who also speaks Serbian, joins in 
such actions and is gradually introducing their sons 
Djordje (9) and Mihajlo (7) to the public. A professional 
and passionate cultivator of red apples in Great Britain, 
he lives here in Topola, supports himself, and pays for 
his secretary from his own money. Because of the figures 
with whom he has appeared and the lack of criticism of 
the regime, the Serbian opposition has often accused him 
of leaning toward the Socialist Party of Serbia, which he 
of course has denied. Jovan Spremo says this about him: 


“Naturally Aleksandar Karadjordjevic is the favorite, 
but I do not like him. I do not have the best opinion of 
him. There are lines in his face—as a painter I recognize 
this—of those Karadjordjevics who are inclined toward 
despotism. Tomislav, however, looks a little like Djordje 
and Petar, and belongs to that other line of the family.” 
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Enemy Propaganda 


Since people bearing official offers have not yet traveled 
to Oplenac, it can be assumed that there are differences 
in views of the future between Pale and Banja Luka in 
this regard as well. 


‘That is not true,” says Spremo. “‘Krajisnik is very much 
in favor, Plavsiceva too, and then Babic, Martic, and all 
of western Slavonia.” 


In Serbia, no one has given this idea any attention yet, 
while Momir Bulatovic has said indirectly that this is a 
Chetnik movement, reflected in this demand for a mon- 
archy. No public reaction is expected from abroad quite 
yet, but royalist circles hope that this is a variant for 
creating two Serbias instead a Greater Serbia (‘‘Greater 
Serbia is propaganda for our enemies,” Tomislav 
believes), with the possibility that they will unite some 
day. Monarchists assume that the rest of the world would 
have to give in to the Serbs a little here, allowing them to 
set up first one monarchy, then another one, and finally 
an integral monarchy. In this sense, when asked about 
Yugoslavia, which he has defended as his father’s idea 
and creation, Tomislav said the following concerning 
new talk of restoring the country on other foundations: 


YUGOSLAVIA 45 


“I do not believe that that will happen. There has been 
much talk of Yugoslavia, after the World War II a 
difficult situation emerged because the war could not be 
forgotten, and it is precisely because of that that this 
current war began. That is why we do not talk about 
Greater Serbia, we talk about united Serbs. How? Well, 
here is how, perhaps the RS and RSK have taken a step 
forward toward this proposal. But the people must vote 
for this. And are the people of Yugoslavia inclined 
toward a monarchy? | think that it is still too early, that 
they must first learn what a monarchy is. And then they 
must vote.” 


[Box, p 13] 


Prince’s Beating 


Conversation with Prince Tomislav, conducted by tele- 
phone between Belgrade and Topola. Prince Tomislav 
reacted as follows to our apology for conducting a 
newspaper interview in this way: 


“This is the best way! You don’t have the gasoline to 
come here, nor do I, and my bicycle is not in the best 
condition. That is why this is the best way. But if you 
abuse me, you'll get a beating.” 
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